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7 BUSINESS PATTERN 
SHAPING UP FOR 1949 


By E. A. KRAUSS 
4 * 
WHICH INDUSTRIES 
OFFER BEST PROSPECTS 
FOR 1949 


Part 1 
By GEORGE Wo MATIHIS. 














ACH one of us will have his living and 

working conditions affected, directly 

or indirectly, by the changes in business 

policies and practices which will come dur- 
ing the year 1949. 


Change is the inexorable law of life. Yes- 
terday is yesterday. The “good old days” 
pay no dividends now. The New Year will 
be as new as you are. In the business world, 
change, stimulated by competition, gives us 
the expanding economy we all hope and pray 
for. We may not like change—(Charles F. 
Kettering once said that the businessman 
hates it more than anyone else )—we may 
defy, we may pass resolutions, even laws, 
yet the directing force of human activities 
moves forward through incessant change. 


THE YEAR just passed produced changes 
in every field—in marketing methods, in 
financing, manufacturing, production and 
transportation. These innovations of 1948 
will become the familiar ways of doing busi- 
ness and they, in their turn, will be subjected 
to the pressures of the new. A company, vigi- 
lant in its customers’ interest, depends upon 
research to protect it against the shifts and 
developments of competition. The public 
pays the tribute of its custom only to the 
watchful, the resourceful, the wide-awake 
enterprise which recognizes this obligation 
upon management. 


It may reassure our customers to know that 


Cities Service has always had a passion to 


CITIES &) SERVICE 


The New Year will be as new as you are 


keep up with the times, and ahead of the 
times. The “firsts” of Cities Service are as 
long as your arm. They range from new prin- 
ciples of fuel combustion to pioneering in 
schools for post-graduate training of engi- 
neers; from leadership in petroleum conser- 
vation to the development of new, broad 
policies of public service. Its penchant for 
discovering the “new” has found the answers 
to widely varied basic problems of petro- 
leum production, natural gas storage and 
cross-country pipelining. 


CREDIT for these and other accomplish- 
ments is due largely to the zeal and skill of 
the thousands of employees whose ideas and 
efforts implement the planning of Company 
management. From these employees have 
come suggestions for the improvement of 
methods and policies, of products and pack- 
ages, for new ways of serving our customers, 
new marketing appeals, new stimulators of 
business—and this is certain, from them will 
come other suggestions to help make 1949 a 
memorable year of progress. 


If they had time to translate into a motto 


_ their enthusiasm for discovering new ways 


of doing things, it might read, “Keep in- 
formed — anticipate, adapt, adopt— and 
keep informed.” 


And there might be added the terse com- 
ment of a keen observer of human nature: 
The world steps aside to let any man pass 
who can see a year ahead. 
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In the stores, lights went out. At filling 
stations, gasoline pumps stopped dead. In 
movie theatres, audiences stared at dark- 
ened screens. And at Topeka’s busy 
downtown intersections, traffic lights 
failed and cars were snarled for blocks. 


It was 20 minutes past three Thursday after- 
noon, December 9, 1948. 


Five miles away, in nearby Tecumseh, disaster 
had struck the power company’s giant plant. Two 
terrible flame-filled blasts shook the surrounding 
countryside. There was a series of smaller explo- 
sions, then smoke billowing quietly out of the huge 
generating station where nine workers were dead. 


On the first plane out of Chicago, two hours 
after the tragic news was received by The Equitable 
Society, was one of its claims representatives. His 
mission: to help in the power company’s efforts 
to care for the families of victims of the disaster. 
Payments provided under the company’s Group 
Insurance policy were immediately made in full 
to the stricken families. 


* * * 
Unforeseen, unavoidable catastrophes put spectacular 
emphasis on the value of Group Insurance. But day 


after day, uncounted and un-headlined family 
tragedies tell the same compelling story. 


Two hours after getting the news, 
The Equitable flew a representative 
to the scene with Group Insurance 


funds for the victims’ families. 





% 


Group Insurance protection has proved the 
soundest method by which an employer can meet 
the heavy obligation laid upon him when disaster 
strikes one or many of his employees. 


Since The Equitable Society wrote the first 
Group Insurance policy ever issued in this country 
in 1911, Group Insurance has added immeasurably 
to the family security of an ever-increasing num- 
ber of workers. 


Today, more than 20,000,000 employees through- 
out the United States have Group Insurance protec- 
tion. In 1948, The Equitable Society alone paid 
out over $99,000,000 in Group Insurance benefits 
covering premature death, serious illness, dis- 
abling accident and old age retirement. 


The creation and growth of Group Insurance is 
an inspiring example of what can be accomplished 
through the joint efforts of employers and em- 
ployees within the framework of the American 
enterprise system. 


All employers who, in cooperation with their 
employees, have helped to build Group Insurance 
into the tremendous social force it is today can 
take deep satisfaction in their contribution not only 
to the security they have provided for their own com- 
pany’s personnel, but to the welfare of the nation 
as a whole. 


THE EQUITABLE LIFE ASSURANCE 


SOCIETY OF THE UNITED STATES 


393 Seventh Ave., New York 1, N.Y. 


Thomas |. Parkinson, President 
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Industry 
Business 


The Trend of Events 


THE TRUMAN ‘“‘FAIR DEAL’’.. . The President’s state- 
of-the-union and economic messages, anxiously 
awaited for revelation of Administration policies, 
have finally been delivered and they revealed little 
that was not expected in view of his known views 
and campaign promises. For the financial com- 
munity and business in general, this has been a 
matter of relief; the feeling is that things might 
have been worse. 

The President’s failure to mention “excess profits” 
or to ask for an excess profits tax, seems to have 
definitely killed the biggest “bogey” in the minds 
of businessmen. His efforts to emphasize the im- 
portance of private enterprise, and his stated inten- 
tion to preserve it in full vigor, was by no means 
lost on the business community. Were his program 
regarded as a blueprint for what Congress will 
enact, there would be justification for anxiety but 
there is little chance that Congress will go along 
on all his proposals. At it is, the President may not 
even have full congressional support for his request 
of $4 billion in new taxes; so there is room for 
speculation on just how much the corporate income 
tax rates may ultimately be raised. A rate of 45% 
compared with the prevailing 38% would seem to be 
the maximum to be expected. 

Mr. Truman’s request for standby authority to 
fix prices and wage ceilings when and where he 
thinks such action is required, must be regarded 
primarily as a desire for “clubs” to hold over busi- 
ness; they may never be used. Indications are that 
the price trends and existing soft spots in the econ- 
omy will soon demonstrate that there is no need for 
these discretionary controls. 

The presidential messages have been significant 
for their conciliatory tone towards business. Only 


in the “expand-or-else” threat to the steel industry 
did the President approach the startling but it is 
exactly on this point about which business is least 
worried because “no one believes that it will hap- 
pen.” Any such action by the Government would be 
straight socialism, of course, but the President and 
his spokesmen have done their best to minimize the 
request as being in the “last resort” category. Per- 
haps they realize that Government-sponsored steel 
facilities would take far too long to build to relieve 
the current steel shortage. Perhaps they themselves 
doubt that Congress will ever empower the Presi- 
dent, in peace time, to take the country into the 
manufacturing business in competition with private 
enterprise. 


THE CHINESE CRISIS .. . In the light of the latest 
news, it would seem that the debacle in China will 
have to run its inexorable course. The question of 
more forceful intervention on our part on the side 
of the Nationalist regime had to be dropped from 
serious consideration for lack of an effective gov- 
ernment in Nanking and because, obviously, the 
Chinese people — tired of strife are in no mood 
to fight the Reds. The sorry fact is that the Nanking 
Government is intensely disliked by those it rules, 
and the Chinese people are calling for peace on 
almost any terms. The unpleasant truth is that no 
matter how far-reaching our help, it could not pos- 
sibly be effective. 

The peace maneuvers between the two opposing 
sides seem to be stymied for the moment at least, 
though they are continuing with peace sentiment 
running high. Here, too, Chiang Kai-shek seem to 
be having the worst of it, with his peace terms 
categorically rejected by the Communist leaders. 
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They know that the armies of Chiang are all but 
defeated, that full victory is within their grasp, 
hence are in no mood to make concessions. This is 
why there is little confidence that the Nanking re- 
gime, regardless of who heads it, can work out a 
real coalition with the Communists. The latter, rid- 
ing the crest of their military successes, already 
have made it clear that they will not deal with the 
Nationalist Government as an equal. A Communist- 
ruled China definitely looms ahead, whatever the 
outcome of the present peace negotiations. 

It cannot be disputed that this prospect is a most 
serious blow to the Western cause. Our task in 
Japan would be enormously magnified, our position 
there distinctly jeopardized. South China and the 
Malay States might quickly have to be written off, 
even the Philippines might be threatened. Still as 
far as China herself is concerned, the success of the 
Reds may not produce results quite as disastrous 
as it may seem. Much depends on the degree of con- 
trol the Communists will have over the country, and 
much on the degree of cooperation between the 
Chinese Communists and Russia. If Moscow has its 
way, there will be a good deal; but prospects are 
~~ cooperation may be far less than Moscow would 
wish. 

Politically, China for thousands of years has been 
a honeycomb of cells ruled by feudal overlords of 
corrupt character and with casual regard for the 
national welfare. No government, not even a Com- 
munist government, will be able to weld these 
numerous and virtually autonomous sections into a 
centralized state, subject to rigid authority of a 
central regime. To do this would take a long time, 
if it ever can be done. China, in fact, cannot be 
“swallowed”’ by Moscow as the Balkan countries 
were; and if it could be swallowed, it couldn’t be 
digested. 

Beyond that there is a real possibility that the 
Chinese Communist leaders will be smart enough 
to disagree with any sharp lines that may be drawn 
for them by the Kremlin, particularly when it comes 
to the question of cooperation with capitalism. The 
hordes of starving Chinese care little for ideologies 
as long as their living standard is lifted, and Gen- 
eral Mao Tze-tung, able Communist leader, shows 
signs of realizing that to make any progress at all, 
he will have to depend on substantial foreign aid. 
To date he has painstakingly respected foreign 
properties in captured areas and openly hinted that 
free speech, freedom of religion and a fair degree 
of free enterprise will be encouraged under his 
regime. 

All of which points to the possibility that the 
West may be able to do business with a Communist 
China in the sense that there need be no Iron Cur- 
tain descending over the China Sea; that there may 
be sufficient room for compromise that may permit 
recognition of a new Chinese Government even 
though Communist dominated. To do otherwise 
would only throw China completely into the Krem- 
lin’s arms. 


EAST-WEST TRADE . . . The Iron Curtain has long 
been the chief barrier to European economic re- 
covery. Without re-establishment of active exchange 
of goods between the Eastern and Western Euro- 





pean countries, even the Marshall Plan will not suc- 
ceed in its ultimate aims. As the cold war pro- 
gressed, so did the slowing down in East-West trade 
relations to the detriment of European economic 
equilibrium. 

It is obvious that in the long run, the Western 
European nations cannot achieve full recovery by 
mere reliance upon dollar resources which are not 
earned, and cannot be earned, in reciprocal trade. 
It is an expensive process to import essential com- 
modities, particularly foodstuffs, from distant 
sources requiring the outlay of scarce “hard cur- 
rencies,”’ while they could be had nearby in exchange 
for domestic production. 

As matters stand, the cold war has built a barri- 
cade of political and economic restrictions against 
East-West trade that must be eased, if not finally 
removed. Europe’s entire economy has always been 
closely intertwined, the foodstuffs grown in the East 
being exchanged against the manufactured prod- 
ucts of the West, and interruption of this comple- 
mentary trade lies at the bottom of many, if not 
most of Europe’s economic difficulties today. 

Eastern Europe is in dire need of machinery and 
almost every type of manufactured or processed 
goods which its home factories are in no position 
to supply or which the greedy hand of the Soviets 
is constantly siphoning off. Western Europe, on the 
other hand, requires quantities of foods and raw 
materials that the satellite countries could readily 
spare if permitted. 

It isn’t that the countries behind the Iron Curtain 
are voluntarily denying themselves access to free 
trade with their western neighbors. In trying to 
raise their own living standards by expanding busi- 
ness, they have amply learned the futility of leaning 
exclusively upon trade with Russia or among them- 
selves. But their hands are bound. 

ECA is fully recognizing the basic importance of 
a flourishing East-West trade to Marshall Plan suc- 
cess. It is actively fostering such trade, and has 
helped to pierce the existing trade barriers in many 
directions. But the exchange of goods is still inade- 
quate. Recent efforts have concentrated on recourse 
to barter deals in order to (Please turn to page 424) 





TEN POTENTIAL MARKET LEADERS 
IN NEXT ISSUE 


As has been our custom for years, we had 
planned in this our first 1949 preview issue to 
submit to our readers a list of ten potential 
market leaders, stocks which we believe will 
do considerably better than average in the new 
year. Uncovered by painstaking research, 
these selections in the past have proved 
highly successful. 


However, in view of the imminency of the 
Presidential messages and their importance 
in clarifying future Administration policies, we 
thought it wise to postpone this feature until 
the full Presidential program is known, and 
until we have had time to analyze it thoroughly 
for its significance to business and the securi- 
ties markets. Thus our market leaders will be 
found in our next, the January 29 issue. 
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BY CHARLES BENEDICT 


BEYOND REPAIR? 


"he state of disrepair in which the world 
finds itself today is a result of lack of realistic 
action on the part of the Western powers in dealing 
with the Soviet Union. 

The Russians would like to have us believe that 
it would be easier to tear down and rebuild the 
world from scratch, but 
common sense cries out 
against this useless de- 
struction which would 
solve nothing. The agony 
through which humanity 
would be obliged to pass 
would make the going so 
tortuous that the inter- 
vening period toward 
even a bearable existence 
would take centuries, if 
we permit Russia to have 
her way. In the end we 
would get back to where 
we started. 

In recognition of this 
truth, the people of the 
West are dedicated to a 
plan of reconstruction 
and development to save 
ourselves and the rest of 
humanity from this ca- 
tastrophe — and we have 
reached the stage where 
we are ready to fight to 
prevent it. 

At this moment, the 
stage is set for a vast 
conflagration. While fo- 
cusing our attention on 
Berlin, Russia has 
speeded up the conquest 
of Asia. And the West- 
ern powers who failed to 
mend the leaking roof of 
China are now facing the 
deluge in that part of 
the world. 

It would not be surprising if the Dutch coup in 
Indonesia was an attempt on the part of the West- 
ern powers to counteract the Russian victory and 
establish a base from which the West could defend 
itself against Russian conquest of the islands in the 
Pacific. 

The battle lines of this titanic conflict were drawn 
in 1948. Berlin marks the division of the Continent 
in the North, with Italy, Yugoslavia, Greece, Turkey 
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and Africa in the South. The Western powers can 
also count on the new Israeli State, if Bevan of 
Britain would use common sense rather than stub- 
born prejudice. In the Pacific, the area of defense 
stretches from Japan to the Philippines, the Indies, 
Australia and New Zealand and if we can salvage 
Southern Koreaand South 
China on the mainland of 
Asia, we would have a 
foothold there as well. 

This is the tentative 
line-up as we enter 1949 
and it depends on the 
realism and wisdom with 
which we handle Russia 
from now on, as to 
whether there will be 
war or peace in the next 
year or two. If President 
Truman goes soft in his 
dealings with the Krem- 
lin, a shooting war will 
come all the sooner. And 
despite anything the 
President has said about 
continuing “the tough 
policy with Russia,” his 
appointment of Dean 
Acheson would seem to 
indicate that he intends 
to go soft. 

I hope sincerely that 
I am wrong, but I judge 
men not by their words 
but by their acts and 
while there is much talk 
about the change in 
Acheson’s_ attitude  to- 
ward Russia, we will 
only know the truth 
when he has the power, 
as Secretary of State, to 
carry out his own policy. 
Then it would be too late, 
for we are now standing 
at the crossroads and we cannot afford to take 
chances that will encourage Russia to further 
aggression. 

If we are to prevent a shooting war, we must 
face her firmly and realistically. Appeasement will 
fail with Stalin, just as it did with Hitler. President 
Truman must be made to see the light. It may be 
difficult to do so because he is now so confirmed in 
the excellence of his judgment. 
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Stocks That Overdiscounted 1949 


— Reaching Unusual Bargain Levels 


With the Administration’s program outlined, and containing no surprises, the market has strength- 
ened in encouraging degree. We believe it is well prepared for the probability of a moderate and 
healthy economic adjustment in 1949, also for higher taxes. The dividend prospect remains 
generally good. Since most our subscribers will be 75% invested, on basis of our past advice, we 
recommend no change in their invested position at this time. 


By A. T. 


pm the November 20, 1948 issue of this pub- 
lication, with the Dow-Jones industrial average 
within about 2 points of what proved to be its post- 
election low, we expressed the opinion that “a very 
substantial allowance has been made for the un- 
known, suspected or feared elements in the Truman 
program,” stated that many stocks were at attractive 
price levels, and suggested that readers who agreed 
with our viewpoint might logically assume whatever 
degree of risk was involved in raising their invested 
positions to 75°, from the 50% we had previously 
advocated for average investors. Of course, the risk, 
as has now been demonstrated, was not great. 
There has been nothing in the President’s State- 


MILLER 


of-the-Union message, his Economic Report or the 
Budget message which would alter our conviction that 
Mr. Truman is a “middle-roader” and that he is sin- 
cere in his dedication to world peace and domestic 
prosperity. There will be room for differences of 
opinion on methods and details. It is doubtful that 
any Administration can keep our complex economy 
on as even a keel as Mr. Truman is aiming at, and as 
our people would like. It will be impossible for the 
“Fair Deal” to be fully fair in the eyes of all groups, 
for self-interest naturally colors every group’s con- 
cept of what is fair. However, we do not see much, 
if any, room for argument on the following 
propositions : 

(1) America is committed to a 
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“mixed economy,” from which there 
will be no retreat. It is not Socialism. 
It is not unrestricted capitalism. It is 
still evolving and somewhat experi- 


320 
310 mental. It involves a greatly increased 
on degree of paternalism. Under it the 
Government assumes a primary re- 
ore sponsibility for maintaining an active, 
280 (AS INDICATED BY TRANSACTIONS expanding economy; and for avoiding 
270 = : AT RISING PRICES) serious slumps. None of these funda- 
260 mental facts would have changed had 
Gov. Dewey won the election, what- 
or ever the difference in methods and 
240 details of policy. 
2.30 SUPPLY OF STOCKS (2) In Communist Russia we face 
(AS INDICATED BY TRANSACTIONS - : 
220 AT DECLINING PRICES) a deadly enemy. We are committed to 
— wea SEs Ee h a foreign policy of enormous obliga- 
tions and risks. We have a Federal 
200 debt of over $250 billion. To say that 
190 we cannot afford anything more than 
180 reasonably healthy adjustments in our 
170 economy is an understatement. To 
avoid serious deflation has become 
- more than a desirable goal. It has be- 
150 MAGAZINE OF WALL STREET come imperative. 


(3) President Truman could have 
no hope of attaining his objectives — 
no hope of getting the huge tax reve- 
nues need for the programs our people 
have voted for — without active busi- 
ness. It follows that he will have to do 
everything he can to foster the effec- 
OF WALL STREET 


THE MAGAZINE 














| 
i: 


tive functioning of an econ- 
omy in which private enter- 
prise is, and will remain, 
the greater part of the 
story, regardless of gov- 
ernmental intervention and 
regulation. That he would 
willingly hamper produc- 
tion is too silly for discus- 
sion. 

(4) In the light of these 
facts we can reasonably ex- 
pect greater collaboration 
of the various groups and 
interests in this country to 
strengthen our position in 
the world, and at home, 
than has been seen previ- 
ously. It is increasingly ac- 
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cepted by industrial leaders 1938- °47 
that the responsibility for | 
trying to make a mixed | 
economy work as well as 





possible is not solely that 
of the Government. 

(5) There will continue 
to be wide leeway for in- 
dividual initiative in this 
country, need for produc- 
tive investment, ample in- 
vestment opportunities. 

Since the election we 
have heretofore stated some 
of these views; but it is 
pertinent to restate them 
in condensed summary in 
this Annual Forecast issue 
of The Magazine of Wall 
Street. The general per- 
spective on the relation of 
the government to the econ- 
omy was, of course, not af- 
fected by the election. We 
have held it for a long time. 
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Recent Market Action 


Between October 23 and November 30 the indus- 
trial average reacted from 190.19 to 171.20. As 
stated before, this was partly due to the surprise 
factor in the election, partly to doubts about the 
1949 business outlook. Very likely the latter would 
have induced a sell-off of some proportions in any 
event. Note, however, that the bond market, often 
more prophetic than the stock market, turned strong 
right after the election. Throughout December the 
stock market backed and filled in a narrow range, 
holding slightly above the November low but unable 
to advance. Much of the normal reinvestment de- 
mand held off in an understandable desire to await 
revelation of the Truman program, even though 
Mr. Truman’s record and campaign should have 
minimized the uncertainty in anyone’s mind. With 
the State-of-the-Union message out of the way, and 
containing nothing unexpected, a sizable latent in- 
vestment and speculative demand promptly asserted 
itself. 

The industrial, rail and public utility averages all 
rose above their December rally highs; the indus- 
trials closing last week at 181.41. A generally satis- 
1949 
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factory performance has been maintained into the 
start of the new week up to our press time. The 
improvement is broad enough to find reflection in 
our composite weekly indexes, charted on this page; 
and to strengthen materially the supply-demand re- 
lationship in the market shown by the Support 
Indicator chart on the preceding page. 

One can say that the market rallied because the 
Truman “Fair Deal’? was over-discounted by the 
November decline in stock prices. That could be an 
over-simplification. Every intelligent person now 
knows, at least broadly, what can be expected in 
Government policy. One way to look at it is that 
a good average level of business activity is virtually 
underwritten by the Government as a long term 
matter. We can envision that view gaining accept- 
ance, and eventually inducing in the market some- 
thing considerably more than just another trading- 
range rally, which is all this one is so far. Stock 
prices are low relative to both earnings and divi- 
dends. They are low relative to probable future 
earnings and dividends. 

What is lacking has been not only confidence in 
1949. It goes deeper than that. What has been lack- 
ing is, even more, confidence in the long-run destiny 
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of this country, and the opportunities for, and 
rewards of, investment capital — the kind of 
faith that never was fully recaptured after the 
1929 crash. It cannot be easy for investors to get 
used to the new deal in management of our 


domestic affairs or the vast international respon- 
sibilities we have had to assume. It may take fur- 
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ther time — but we think that a basis for long-term 
confidence is here. We Americans are not in the habit 
of losing wars. We will win the cold war; and we will 
demonstrate that our modified and humanized capital- 
ism can work with high effectiveness, benefitting all 
classes. Even the Russians are beginning to wonder 
whether they can count on our economic collapse. We 
know they cannot. 

We see about as much investment opportunity in this 
America as ever before. We see people saving money 
and having to find employment for it. We see the 
profit-and-loss system still functioning in its basic way. 
We see new industries born, old ones mature, some 
degenerate. We see endless flux in the fortunes of in- 
dividual enterprises — the flux that makes for invest- 
ment opportunity on the one hand, and, on the other, 
requires constant alertness against the erosion of capi- 
tal through adverse change in company positions. 

Taxes are high but nobody has been expropriated. 
For the last eight years corporate earnings have been 
much above the average of the prosperous 1920's. 
Whatever their political leanings as individuals, corpo- 
rate managers for several consecutive years have been 
pouring more billions of dollars into new and improved 
producing facilities than ever before. Why? To be 
able to meet a temporary boom demand? They are 
not that foolish. They have broken all past records for 
expansion because they figure on a permanent level 
of consumption and production averaging greatly 
above prewar; and expect to profit therefrom. They 
show more confidence in the long-term outlook than 
the average stockholder. 

Dividends last year broke all former records, yet 
were less than 40% of earnings, compared with ratios 
twice as great before the war. Insofar as the degree 
of coverage by earnings is the guide, the average divi- 
dend is considerably more secure than it was before 
the war. We expect a materially lower level of earn- 
ings this year, due mainly to the progressive return 
of normally competitive conditions and to probable 
higher corporate taxes; but we doubt that this is a 
decisive market factor. In the first place, as seen in 
the lowest average price-earnings ratios on record, 
the market has long been allowing for the eventual 
return to more normal profits. In the second place, 
there is every reason to believe that total dividends 
will hold very close to the present high level because, 
on the one hand, they will still be well-covered in most 
cases; and, on the other, the tapering off of the boom, 
the slowing of expansion and the cessation of over-all 
inventory accumulation will find the cash position of 
the average company easier. 

Meanwhile, many good stocks are selling at yields 
of 6% to 7% — some even more; offering an income 
return which, considered in relation to the yield on 
high-grade bonds, has rarely been exceeded in the 
past. On this appropriate investment criterion, stocks 
are cheaper now than they were at any time even in 
1932. There are, of course, various reasons for this, 
including high income taxes on the rich, deficient long- 
run investment confidence, etc. But the average in- 
vestor is not rich — and if the reasons cited had not 
been present he could not today buy stocks on such 
a generous yield basis. As it is, he is able to buy the 
finest equities in the world in a buyers’ market. We 
do not believe it will always be a buyers’ market in 
the degree of the last two years or of today. 


The need for careful selectivity in investments is _ 


pointed up by the chart on this page, showing the net 
1948 percentage changes of all the stock groups for 
which we maintain weekly (Please turn to page 424) 
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Wien the advent of 1949, it has become quite 
clear that a gradual change in the business situation 
has been taking place. The postwar boom appar- 
ently has passed its peak and is growing thin in 
spots. The readjustments now occurring in many 
industries, plus the soft spots in the price struc- 
ture, emphasize this development, and more such 
evidence is likely to accrue in the months to come. 

There is no doubt that the boom has been slack- 
ening. Retail trade as well as production is slipping. 
Unemployment is on the increase though as yet 
very mildly. One development which grew strong in 
recent months, strong enough to challenge the boom 
and the further growth of inflation, was the pro- 
gressive catching up with demand in most lines. 
This has been making for buyers’ markets on a 
broad scale, accompanied by return to the usual 
seasonal patterns in trade and industry. In lines 
thus affected, it called for changes in working sched- 
ules, frequently meaning a reduction in the number 
of man-hours worked and a compensating cut in 
worker income. There has been a direct connection 
between wavering sales and sporadic lay-offs. 

These readjustments, still in their initial stage, 
are beginning to hurt here and there; doubtless 
they affect sentiment in many directions, both at 
the producer and consumer level. As employment is 
increasingly affected, deflationary repercussions 
broaden. Little wonder that doubt and concern about 
the outlook are more widespread than a year ago. 

The business situation today is a mixture of con- 
flicting influences though most current evidence, 
including the price trend, indicates that inflationary 
forces have weakened. Realization of this is feeding 
the trend towards deflation. In trade and industry, 
there is the tendency to reduce inventories and 
shorten commitments. Consumers, less ready or less 
able to buy at today’s high prices, wait for lower 
prices. All of which points to at least a moderately 
recessive trend in the economy. 

But in appraising the outlook for 1949, the high 
plateau on which business generally has been mov- 
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ing and from which it now seems to be backing 
away, is an important factor to consider. Expressed 
in broad economic terms, the gross national product 
during the third quarter of 1948 reached a record 
annual rate of $256 billion and for the full year is 
measured around $253 billion. National income in 
1948 is estimated at $224 billion and was still going 
up in the third quarter of last year when it reached 
an annual rate of $227 billion. Personal incomes 
in the third quarter were at a record annual rate of 
$214 billion and disposable income close to $194 
billion. Pretax income of corporations reached an 
annual peak rate of $35.6 billion, and net after 
taxes $21.7 billion. As late as last October, indus- 
trial production as measured by the FRB Produc- 
tion Index rebounded to 195% of the 1935-39 aver- 
age (after a drop to 186% in July) and in Novem- 
ber stood at 194%, close to double the prewar level. 
Crop production last year was 9% above the previ- 
ous peak in 1946. And -nearly full employment is 
still in evidence everywhere despite minor lay-offs 
in recent weeks. 


Boom Factors Far From Played Out 


Though price inflation magnifies this picture, it 
nevertheless attests to the great strength and the 
vast expansive forces that have characterized the 
postwar boom. And these forces are far from played 
out while new ones have been added. Thus if busi- 
ness starts to ease from its present high level, 
chances are that the existing strong supporting 
factors will see to it that the downtrend will come 
to rest at a point that will still compare quite favor- 
ably with any prewar experience. 

During the last six months, business has suc- 
ceeded in overcoming one of the severest tests it had 
to face since the reconversion slump, and so far it 
has come through in excellent shape. Much of in- 
dustry has moved away from typical postwar boom 
conditions to what might be called a more normal 
prosperity level. The readjustment was by no means 
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painless but it was accomplished without an over- 
all recession. The question now is: Can this transi- 
tion, only now getting into full stride, be completed 
without precipitating a marked unsettlement? Can 
we convert to stability and more solid, less feverish 
prosperity without first experiencing a pronounced 
slump? 

It isn’t the first time that we have gone through 
such a period of questioning. In the autumn of 1945, 
there was fear of widespread unemployment be- 
cause of reconversion from the war effort but a 
miracle of reconversion speed saved the situation. 
In the spring of 1947, a business scare developed 
when the export boom faltered and inventory ac- 
cumulation slowed its pace (temporarily, as it 
turned out.) Again last spring, declining farm 
prices evoked fears of an impending price collapse, 
creating no end of uneasiness. Each time we pulled 
out of what seemed an incipient slump, partly with 
the help of artificial stimulants but mainly because 
of the inherent vigor of the postwar boom factors. 

There are some who today think that we now 
have another false alarm, who feel confident that 
with the help of arms spending and foreign aid 
expenditures, we can again avoid a let-down in busi- 
ness. No one at this stage can categorically deny the 
possible validity of this view, particularly if Gov- 
ernment spending is further bolstered by a vigorous 
domestic spending program such as proposed by 
President Truman. And after all, the full impact of 
defense and ECA spending has not yet been felt. 
Already there is a tendency to regard the Truman 
program, while a strange mixture of inflationary 
and deflationary ideas and proposals, sufficiently 
inflationary on balance to ease if not lift existing 
downward price pressures. At least the stock mar- 
ket, which followed up with a brisk price advance, 
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at first blush seems to have come to some such 
conclusion. Not unnaturaliy, the argument runs, 
higher business taxes and higher minimum wage 
rates spell higher prices, not the opposite. So does 
the President’s support of the demands of organized 
labor and the farmers. 

It goes without saying that Government spending 
is now the most important key to the outlook; it 
could, if not halt, at least slow materially any down- 
trend in business. Still the mass of evidence argues 
that henceforth we shall see less of a boom though 
there will be no depression. The question is no 
longer whether there will be a business let-down; 
we are already having it. The question is how long 
the let-down will last and how far it will carry 
before the situation stabilizes. 


Deflationary Evidence 


Deflationary evidence is incontrovertible. Pipe- 
lines have been filled and supply has caught up with 
demand. Consumer resistance attests to the fact 
that the inflation has greatly reduced the buying 
power of many people, particularly those with fixed 
or lagging incomes. Unbalance in the population’s 
purchasing power is widely evident despite efforts 
to minimize it. 

The primary inflationary force, our huge money 
supply, finally appears to have been absorbed by the 
combination of strongly rising production and 
higher prices as evidenced by the fact that prewar 
relationships between the money supply and the 
gross national product are approximately re-estab- 
lished. Inflationary pressures, in short, have been 
wearing out, not only from the standpoint of money 
supply but the goods supply as well. Merely a hand- 
ful of shortages remain and these are well on the 
way towards elimination. Additionally, and quite 
importantly, there is what appears a real fear that 
Government policies may weaken the inclination and 
ability of business to make further heavy capital 
expenditures, thus far one of the strongest pillars 
of the postwar boom. 

Against this array of factors arguing for defla- 
tion, it must be admitted that so far there is still 
no evidence of active deflation or an impending 
liquidation movement though this doesn’t mean that 
it couldn’t develop rather quickly. Let there be a 
continued lag in consumer demand, and it won’t 
take long. Let business spending drop abruptly and 
the consequences would be speedily felt. As it is, 
inventory accumulation has flattened out and given 
way to great caution lest business be caught by 
some such development. 


Factors of Strength 


Fortunately there exist elements of strength that 
are likely to preclude any marked weakening of the 
overall structure. Heavy Government spending, 
present and future, is one of them; it will run on a 
scale far above any of the peace-time past. Farm 
prices will be held up through Government supports 
and will not be permitted to collapse. This acts as 
an effective brake on declining living costs, and 
thereby also on wages which moreover are rigidly 
supported by union strength and paternalistic Gov- 
ernment policies toward organized labor. All of 
which tends to support consumer purchasing power 
among vast segments of the population. 

Business spending may henceforth be in a declin- 
ing trend but it will be (Please turn to page 416) 
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Balance Sheet of Factors At Work 





UNFAVORABLE FACTORS 


POLITICAL UNCERTAINTIES—The surprise election results have 
injected many uncertainties that may retard business initia- 
tive. These have to do with the Government's attitude 
towards business in general, with possible controls and allo- 
cations, with paternalistic policies, with social and economic 
reforms, with new trust busting activities—all of which may 
temporarily at least make for greater caution in business and 
in respect to business expansion. 


WAR FEARS—international uncertainties continue to be a 
drag on sentiment, and developments abroad may prove 
disturbing. 


TAXES—tThe prospect of higher taxes, both at the corporate 
and individual level, is regarded burdensome and deflation- 
ary. At the corporate level, higher taxes will tend to curtail 
profits since any new imposts will be difficult to pass on to 
the consumer. On an individual basis, reversal of last year’s 
trend towards lower income taxes will not only cut into pur- 
chasing power, already seriously strained in the lower and 
middle income brackets, but will make for further contraction 
of available venture capital. 


BREAK-EVEN POINTS—Are high, and even a relatively mod- 
erate decline in business volume together with higher busi- 
ness taxes, will put many corporations to a severe test. 


INVENTORIES—Accumulation of business inventories, one of 
the strongest props of the immediate postwar boom era, has 
been flattening out and henceforth will proceed more in line 
with sales now that pipelines are filled. Where inventories 
appear top-heavy, liquidation may be attempted at an ac- 
celerated pace, adding to price pressure and general busi- 
ness uncertainty. 


PRICE UNCERTAINTIES—With price trends seemingly at a turn- 
ing point, any signs of developing price weakness will inject 
distinct hesitation into business operations and hobble busi- 
ness policies, hastening the turn to deflation. 


CONSUMER RESISTANCE—Buying hesitancy of consumers is 
mounting, partly due to satisfaction of deferred demand in 
most lines and partly reflecting unbalance of « pur- 
chasing power. Any intensification of this factor is bound to 
have adverse repercussions. 





COMPETITION—Competitive conditions have returned to many 
industries and this trend is proceeding with considerable 
force elsewhere. The appearance of production surpluses will 
not only intensify competition but make for cutbacks and lay- 
offs with the well-known snow-balling effects in the economy. 


ECONOMIC READJUSTMENT—More and more industries have 
attained or are attaining supply-demand balance, forcing 
them to adapt output to sales potentials and to operate in a 
buyers’ market. This transition to more normal conditions, 
while to be welcomed, is likely to have its upsetting aspects. 
Silver lining is that the transition, as in the recent past, will 
continue gradual and—under the canopy of large Govern- 
ment spending—can proceed without serious upset to the 
overall economy. Still, as each industry finds its natural place 
and potential under the new conditions, there may be tem- 
porary setbacks occasionally intensified by the return to the 
seasonal pattern previously in force. 


COSTS—in the face of pressure towards lower prices, busi- 
ness costs generally will remain high and probably can be 
brought down only slowly and gradually. This implies mount- 
ing pressure against profit margins and lower pre-tax earn- 
ings for many concerns thus affected. 





FAVORABLE FACTORS 


GOVERNMENT SPENDING—Federal outlays in 1949 will hold 
at least around $20 billion for rearmament and foreign aid, 
and may exceed this figure—depending on international de- 
velopments. The 1950 budget will probably run at about 
$45 billion, and state and local expenditures may come to 
$15 billion or more. Injection of such enormous amounts into 
the nation’s income stream should go far towards offsetting 
any recessive tendencies that are likely to appear during the 
coming year. 


BUSINESS SPENDING—Postwar industrial expansion is far 
from completed and capital expenditures of business in the 
coming year are likely to continue substantial and only little 
below last year’s record rate at least during the forepart of 
1949. As in the past, this will act as a powerful supporting 
factor in the economy, but the longer term trend will depend 
not only on the general business outlook but importantly also 
on Government policies as they affect business and business 
earnings. 


CONSTRUCTION ACTIVITY—Continued high building and con- 
struction operations constitute another pillar of high level 
business activity this year. Overall construction in 1949 
should not drop far below the record 1948 level since any 
drop in residential building, due to high costs, is likely to be 
offset by increasing public construction for which there is a 
tremendous backlog of needs. 


FARM PRICES—Government supports have kept 1948 bumper 
crops from touching off a general price decline, and through 
continued high supports, farm prices will not be permitted to 
collapse even in the face of another record crop year. This 
assures maintenance of high farm inconie (though it may 
fall somewhat below last year), bolstering all around con- 
sumer demand. 


WAGE RATES—Will be supported at high levels by the 
strength of organized labor and by paternalistic Government 
policies toward labor, thus will prove another prop to con- 
sumer purchasing power. High employment at top wages will 
continue as one of the strongest props of the postwar boom. 


EXPORTS—Will remain relatively high, aided by substantial 
foreign aid outlays and the world’s need for our goods. High 
exports will generate new business on a substantial scale. 


MONEY SUPPLY—With little contraction in public and private 
debt anticipated, our money supply will remain huge and 
continue to act as an economic stimulant of the first order. 
Interest rates will remain low, facilitating further expansion 
and active business. 


LIVING COSTS—tThe cost of living is now in a mildly declin- 
ing trend and should bolster consumer buying power in other 
directions. Similarly, lower living costs should moderate 
fourth round wage demands, making for a better balanced 
price structure and facilitating economic readjustment. 


CONSUMER DEMAND—Should continue at a historically high 
level. Personal incomes may drop moderately over the year 
from the recent record levels but overall purchasing power, 
despite signs of unbalance, should remain large enough to 
maintain a high volume of business. 


BOTTLENECKS AND GREY MARKETS—tThese are disappearing 
rapidly as economic readjustment to a more normal peace- 
time operating basis proceeds. Their disappearance will make 
for smoother operating conditions in many industries, for a 
better balanced raw materials supply, for lower operating 
costs—a vital factor in the competitive environment ahead. 


FINANCIAL SOUNDNESS—Business finances, though some- 
what more strained than a year ago because of substantial 
expansion outlays and the high cost of doing business, essen- 
tially remain strong and liquid, forming a healthy base for a 
continued high level economy. 
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* Which Industries 


* 


Offer Best Prospects for 1949 


La numerous cross cur- 
rents, 1948 has been another year 
of unexampled prosperity for the 
United States. It has been a year 
of new records in many ways, some 
of which may stand for a long 
time. Production and employment, national income 
and consumption, business and Government spend- 
ing, all held at maximum peacetime levels, and out- 
put in many industries exceeded even wartime 
— Corporate earnings, too, were at an all-time 
peak. 

But within this general picture of prosperity, the 
past year has also been one of uneven though ap- 
preciable progress towards economic adjustment, 
and this trend has become more pronounced as the 
year drew to a close despite such obstacles as the 
burdens and demands imposed by the cold war that 
may retard but cannot interrupt it. 

That 1949 will be a year of further adjustment 
is widely conceded; every evidence points in that 
direction. This need not involve anything so severe 
as to deserve the name of a depression, nor need it 
mean a deep recession. But at the close of 1948 it 
was apparent that in many lines production had 
caught up with demand, that buyers were becoming 
more discriminating and more reluctant to part with 
their dollars; that the inflation had lost some of its 
fury, and that many companies had apparently 
passed the peak of their postwar sales and earnings. 
So far these recessive signs have been modest and 
far from uniform; they will grow no doubt but 
probably hold to relatively moderate proportions. 
While the fast tempo of our postwar economy can 
hardly be maintained indefinitely, it can slow a 
good deal and still keep going at a rate that will 
assure a high standard of living, full employment 
and fair profits. 

Still many industries will be forced to adjust pro- 
duction to sales potentials rather than cater to an 
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unlimited market as in the past. 
There has been overproduction in 
some lines, and competitive condi- 
tions have returned to most, affect- 
ing sales volume and profit mar- 
gins. Others are still going strong 
with basic conditions favoring continuation of peak 
operations for some time to come, but shortages— 
so numerous in the past—have been reduced to a 
mere handful of raw materials and goods. 

In other words, the postwar economy is currently 
in a state of flux indicative of its transition to a 
new operating environment more in line with nor- 
mal conditions. The times of easy sales are over for 
most industries and it will take stronger efforts to 
maintain volume. Pressure against profit margins 
is mounting and with price trends tending down- 
ward, there will be no repetition of the huge in- 
ventory profits which contributed so strikingly to 
past earnings. As sellers’ markets turn ever more 
impressively into buyers’ markets, there are bound 
to occur certain economic tremors that cannot be 
ignored, but neither should they be given undue 
emphasis. 

Time for Re-appraisal 


In other words, it is time to take another look at 
what’s ahead for our leading industries. Naturally 
the summary view in the foregoing is subject to 
considerable qualification and elaboration to meet 
individual situations, and this will be brought out 
in our more detailed appraisals. In view of their 
importance this year, these will be offered in two 
or more parts — Part I to follow immediately below 
while subsequent parts will be presented in future 
issues. 


STEEL: For the steel industry, 1948 has been an ex- 
cellent year, likely to go down in history as the one 
most outstanding in point of profits despite con- 
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stantly rising costs. Output of raw steel is estimated 
at over 88 million tons, equivalent to 65.6 million 
tons of finished steel products, both 4% better than 
in 1947. Steel of course has been one of the princi- 
pal shortage items hobbling steel consuming indus- 
tries throughout the year, but a change is now 
in the making. There are growing indications that 
steel supply and demand are getting closer in bal- 
oe that the pipelines of steel products are being 
ed. 
Steel Shortage Not Over 


While the steel shortage is by no means over, 
steel markets are showing an increasing note of 
caution. Grey market prices display mounting 
easiness with steel sheet prices for example, re- 
cently reduced from $270 a ton to $170. Looking 
at mill business, one cannot detect much of a 
change: Buyers still clamor for deliveries, and 
orders are still being scaled down. But steel users 
increasingly shy away from premium markets, slow 
down on the “conversion deals” which for some has 
been a major source of badly needed steel. Clearly 
a turn is not far off, barring new and heavier pre- 
emption of steel for rearmament. 

The turn is being brought nearer by two factors: 
(1) By the steel industry itself through progressive 
fruition of its enormous postwar expansion pro- 
gram; and (2) by slowing demand of numerous 
steel users in the durable goods industries, par- 
ticularly consumer durables, where sales have run 
into resistance. These soft spots have developed in 
such lines as radio, vacuum cleaners, washing ma- 
chines, ironers, heating and ventilating equipment, 
to mention but a few, and there is considerable 
speculation whether and to what extent the slack- 
ening will “snowball.” Steel makers are alert to this 
possibility, keeping a cautious eye on markets. As 
steel demand from these sources declines, other 
users can be better supplied. Another factor is less- 
ening demand for industrial expansion. 

The steel expansion program is of course a basic 
factor in the situation, and more steel than it ever 
received should be available to American industry 
in 1949, when raw steel output should run substan- 
tially above 90 million tons, possibly as high as 92 
million tons. This higher production plus the rapid 
improvement in Europe’s steel ouput, reducing ex- 
port requirements, markedly changes the outlook 
for the year ahead. Actually at the current weekly 
production rate, domestic steel production might 
come as high as 94 million 
tons which would beat even 
the wartime peak of 1944. 
Realistically viewed, indus- 
try in 1949 can expect 68 
million tons of finished steel 
products or three million 
tons more than in 1948, and 
this should go far towards 
conquering remaining short- 
ages and eradicate the last 
vestiges of grey markets 
within a few months. But 
the industry is convinced 
that the market will take 
every pound produced. 

On basis of foreseeable de- 
mand conditions, this ex- 
pectation appears justified. 
Steel is subject to voluntary 
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allocations and recently these have been increasing, 
and may be further increased as rearming gets un- 
der way. Steel is still tight, particularly sheets and 
strip, tubes and other specialties. But what with 
added production, a more normal flow of steel to 
heavy steel users can be expected. By the same 
token, and barring strikes, the steel industry should 
operate close to capacity during 1949, and this 
should assure continued excellent profits though not 
necessarily as high as during 1948. 

Steel managements voice the hope that unless 
there is a further substantial increase in labor costs 
(and the fourth round still looms ahead), present 
product prices will hold. Profits however are ex- 
pected to contract as the full impact is felt of recent 
wage and material cost advances in supplier indus- 
tries and transportation services. Higher taxes will 
cause further reduction. To some extent, any de- 
cline in earnings could be cushioned by a cut in 
contingency reserves which have been abnormally 
large in 1948. 

But the industry has other worries. It is con- 
cerned over the Administration’s attitude towards 
“big business” as such, over the possibility of price 
controls and compulsory allocations, not to mention 
labor connotations arising from revision of the Taft- 
Hartley Law. These are reasons why the industry 
will be reluctant to increase prices additionally. 
Prospective wage boosts, if moderate, will probably 
be absorbed, thereby curtailing profit margins; if 
wage demands are considered excessive, strikes may 
result. All of which adds up to the probability that 
steel company earnings have seen their peak and 
may run moderately lower despite increased output ; 
but there is every prospect that current conserva- 
tive dividend rates can be maintained at least over 
the medium term. 


Offsetting Factors 


Behind the year-end gloom (which to users of 
steel means a more normal way of doing business), 
there is no reason to expect a sudden drop of steel 
output. Despite the prospect of better balanced sup- 
ply, demand won’t be a problem for many months. 
Additionally the price and supply outlook for some 
raw materials used in steel making is brighter, por- 
tending relief from high steel-making costs. This 
may help moderate the profit squeeze. 

All in all, the outlook for the steel industry con- 
tinues bright, both from the standpoint of produc- 
» tion and earnings potentials. 

There is little likelihood that 

steel shortages can be fully 

overcome before mid-year if 
then. Even though the ur- 
gent need for steel in many 
lines of business is subsid- 
ing, many steel - starved 
heavy industries stand ready 
to take up any slack that 
may occur. From the indus- 
try’s standpoint, demand- 
supply balance will have one 
highly desirable effect: It 
should blunt the arguments 
for greater steel capacity 
advanced by labor and Gov- 
ernment, and to which the 
industry has been strenuous- 
ly opposed as unnecessary. 
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Steel leaders are in agreement that adequate steel 
capacity exists and that there is no need for gov- 
ernment-forced expansion as suggested in President 
Truman’s message to Congress. 


AUTOMOBILE INDUSTRY: The automobile industry 
will be marked by many changes in 1949, but chiefly 
by its complete entrance into a buyers’ market 
before many months. This is now generally conceded 
even within the industry. The present sellers’ mar- 
ket and the industry’s hope of prolonging it is being 
rapidly nullified by two factors: (1) Market satura- 
tion of all but in lowest priced cars, and (2) a 
steady decline of the public’s ability to buy at cur- 
rent high prices. 

This doesn’t mean that automobile production is 
likely to fall off in 1949 except perhaps in the case 
of some of the smaller manufacturers. If anything, 
output of the major components may rise because 
of an anticipated better steel supply, heretofore the 
main obstacle to output expansion. But competition 
will be stiffening, and promotional costs are likely 
to rise, and there will be greater emphasis. on 
quality. 

In spite of this, the auto industry, emerging from 
its best production year since 1929, is looking ahead 
confidently to an even better record in 1949, but this 
confidence is necessarily hedged by a good many 
“ifs.” Though still unable to produce near capacity, 
the industry last year assembled about 5,282,000 
motor vehicles — 3,911,000 passenger cars, and 
1,358,000 trucks and 13,000 buses — with a whole- 
sale value of $4.8 billion and $2.1 billion respec- 
tively. In 1949 it expects to obtain 10% more steel, 
and produce correspondingly more vehicles, pro- 
vided the cold war doesn’t interfere with the steel 
supply and the labor front remains stable. 


Approach of Price Reductions? 


Should current production hopes materialize, and 
buyers’ attitudes continue, it should bring the indus- 
try nearer to ultimate price reductions and certainly 
bring about the collapse of extortionate profit mar- 
gins in the used car market, first harbinger of a 
return to normal conditions in the automotive field. 
A tip-off of what’s going on is the sudden emphasis 
placed by certain automobile manufacturers on 
elimination of Regulation “W” that latterly has been 
greatly hobbling new car sales; revival of plans for 
bringing out lower priced models; and renewed 
efforts at dealer training to ready them for the 
competitive market ahead. 

No one questions the industry’s basically strong 
position. Replacement demand alone, to make up for 
scrapped vehicles, should keep it busy for many 
years. As it is, some 15 million over-age cars are 
already running on borrowed time and their number 
grows daily. Demand in fact appears unlimited but 
to effectivate this demand, the industry will have 
to produce models and price lines that appeal to the 
public and its pocketbook. The trouble is that ef- 
fective demand today is far from unlimited at 
today’s prices. But count on the industry’s well 
demonstrated ingenuity to remedy the situation as 
time goes on. 

In the circumstances, what about profit prospects? 
While last year, commercial vehicle specialists were 
already suffering from reduced demand and intensi- 
fied competition, leading passenger car manufac- 
turers made outstanding showings and nearby pros- 
pects continue predominantly favorable. So far no 
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line is a glut on the market though more and more 
salesmanship is required. But before long, profit 
margins are likely to contract, not only because of 
the prospect of higher taxes, and possibly wages, 
but because growing competition will prevent fully 
offsetting price advances. 

On the other side of the ledger are economies 
from sustained large-scale operations, improved 
labor productivity and benefits as new facilities get 
into full play, all of which suggests a trend towards 
lower unit costs. The strength of that trend will 
determine the impact of the profit squeeze that may 
lie ahead; doubtless the industry is working hard to 
bring production costs down in anticipation of the 
coming competitive battle. 


How Markets Compare 


As far as the “Big Three” are concerned, a favor- 
able factor is the continued strength in the market 
for “popular-priced” cars which still command pre- 
miums both in the new and re-sale market. But this 
advantage will narrow in the event of further price 
increases. A good but diminishing market holds for 
such medium-priced cars as Dodge, De Soto, Mer- 
cury, Oldsmobile and Pontiac. Higher-priced cars, 
with the exception of Cadillac, are definitely in a 
buyers’ market. 

As the industry enters the new year, its attitude 
is one of “guarded optimism’; there are too many 
unpredictable factors to make any long range fore- 
cast valid. Some of the independents, who together 
enjoyed 25% of the overall automobile business in 
1948, feel that they can expect a still larger share 
in 1949; yet it is among the independents where 
sales resistance seems to make itself felt most. As it 
looks today, it will take intensive selling, possibly 
even price reductions, to realize this hope. No com- 
pany in the field has so far resorted to price reduc- 
tions; rather there have been sporadic if small price 
increases to compensate for rising costs. But dealer 
price cutting is going on in higher priced cars, 
chiefly through trade-ins above current market 
values. It is a signficant straw in ‘the wind. 


PETROLEUM INDUSTRY: The oil pinch is definitely 
over. By breaking all production and refining 
records, the oil industry surmounted the serious 
supply difficulties that faced it a year ago, satisfied 
the vastly increased demand of 1948, and reestab- 
lished at the year’s end large inventories of its prin- 
cipal products. With the shortage bogey thus effec- 
tively discounted, the industry is now looking for 
competition. After two years of battling oil short- 
ages, it now has ample oil, and its expansion pro- 
gram is in high gear to provide for increased future 
needs. 

There have been three significant events indica- 
tive of the changed situation: (1) An order of the 
Texas Railroad Commission cutting by 10% the 
maximum amount of crude oil that can be taken 
from Texas oil wells. This order, effective January 
1, will reduce the nation’s crude supply by about 
252,000 barrels daily—more than 4%. (2) The col- 
lapse of recent efforts by some oil companies to 
maintain an earlier price boost for crude oil of 35¢ 
a barrel. (3) A prediction by the Economic Advis- 
ory Committee of the Interstate Oil Compact Com- 
mission that the oil industry is in a position to 
meet total demands in 1949. 

The first decision, wholly unexpected, came as 
somewhat of a shock to (Please turn to page 419) 
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THE TRUMAN “FAIR DEAL” 


SOMEWHERE along the line of the Truman “Fair 
Deal” something is going to have to give ground, 
because it just doesn’t add up. The 4 billion dollars 
of additional taxes asked would be only a drop in 





WASHINGTON SEES: 


President Truman's message on the State of the 
Union was a reiteration of the democratic platform 
and the supporting speeches which rang through 
the ether waves during the campaign, plus a call 
for 4 billions more in taxes, and a threat to nation- 
alize the steel industry, in part, if private production 
doesn’t mount. That just about sums it. 


Congress and the country heard little that had 
not been said before—in just about the same lan- 
guage serving as a vehicle for the same arguments. 
Civil rights, social legislation, housing, international 
affairs, taxation, debt financing, “soak the corpo- 
rations,” all of these proposals had been made 
before; some had been rejected, some had been 
enacted in part, but the treatment accorded the 
entire package was the basis for Mr. Truman's 
‘second worst congress” charge in the campaign. 


The message was obviously beamed over the 
heads of his immediate audience and addressed 
to the public as a whole. It was the commentary of 
a man as certain—in major particulars—of legisla- 
tive success as he was (rightly so, it happened) of 
his election in November. 


Had some one the foresight to install a sound 
measuring apparatus in the House chamber, that 
person would gain fame as a forecaster of legisla- 
tive things to come. Some proposals drew thunder- 
ous applause. Some fell flat—4 billions more in 
taxes, for example. 
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the bucket, if his entire program were enacted. The 
mood of congress as reflected in post-message com- 
ments is that the requested new taxes cannot be 
assessed without confiscation; therefore the White 
House projects must be scaled down. Even if all 
exemptions were cancelled on incomes of $6,000 or 
more, it would bring revenue of only 412 million 
dollars. Tax experts estimate 300 million dollars is 
the maximum that can be taken from estates with- 
out destroying the smaller ones. 

NECESSARY, then, to attain the 4 billion figure, 
would be assessment of an additional 3.25 billion 
dollar tax on corporations. (New, or higher, ex- 
cises must be counted out; congress will not only 
refuse to go deeper in this field, but actually will 
repeal many existing levies.) There wasn’t a ripple 
of applause when Mr. Truman spoke the need for 
higher income tax. His partisans were waiting for 
his comments on corporate excess profits tax. And 
he didn’t even mention the subject. Left high and 
dry, therefore, was whether he intended to force 
steel and others to use their profits for expansion, 
or take those funds and have the government carry 
out its threat to build new facilities. 

LABOR had its demand for Taft-Hartley Law re- 
peal seconded. But the substitute suggested amounts 
to repeal of the title of the law and retention of 
most of its substance—the Wagner Act, plus amend- 
ments. And that is a Pandora’s Box which the GOP 
welcomes. Recommendations on health insurance 
received surprising hand-clap support. But the tune 
may change when new payroll taxes are suggested 
to support it. Civil rights stood as in the past: much 
enthusiasm, but few votes in sight in the senate. 
ENCOURAGEMENT to supporters of the St. Lawrence 
Waterway project was not to be found in the lan- 
guage used by President Truman. In fact the treat- 
ment of that topic was such as to suggest that only 
a formal reiteration of past “urgings” was intended. 
The President digressed, smilingly, to call attention 
to the fact that on five past occasions messages from 
the White House, over his signature, had been 
ignored. His amusement at the whole idea seemed 
to permeate the entire House chamber. There was 
not even an audible ripple of applause at the sug- 
gestion. The program seems “mothballed.” 
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Before congress in his own right as an elected 
President, Mr. Truman received a more respectful 
reception than ever before. There are other reasons, not 
the least of which is the fact that his party is in 

power -- a majority of the house and many senators were 
elected on a platform which was not only the substance, 
but in some instances the actual language of the State 
of the Union message. The last time he addressed 
congress, some one suggested a hole be chipped in the 
ice to permit him to leave the building. 









































The 4 billion dollar boost in taxes evidently 
was the one thing congress could readily understand, 

but didn't expect. His suggestions for balancing the 
budget and reducing the federal debt won bi-partisan 
approval. But the "pay the piper" proposal, especially 
when it became obvious that it was intended to reach down to the voting citizen 

and not land entirely on the "soul-less corporations" left the lawmakers on both 
sides of the aisle sitting on their hands. 
































































The sections devoted to the international situation were dripping with 
platitudes. The White House architects of the message evidently realized that, for 
they inserted an escape clause by adding a promise that the subject will be dealt 
with in more deta?l later on. The implication that this country must make the world 
sufficiently happy to guarantee peace, carried inferences of heavy spending. 

Return to full flower of the reciprocal trade agreements was asked, and now seems 
certain to be voted. 
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things, his senate leaders were upsetting the applecart. The bi-partisan foreign 
: policy effort was being threatened by action reducing the number of republicans 



































Appointment of Dean Acheson as Secretary of State and Budget Director 
James E. Webb as Undersecretary, caught Washington forecasters flatfooted. Acheson 
appointment means Felix Frankfurter will loom large on the diplomatic front. 
They're very close friends, members of a mutual admiration society. 








Webb elevation shows how much international dealings have gone into the 
realm of dollars and cents. Spending of many billions on many fronts, dictated the 
need for a fiscal expert. Webb, by the way, is anti-military; quarreled constantly 
with the high brass here over appropriations. 











Senator Taft is determined to hold what he has in point of congressional 














New Yorker received the Presidential nomination. Taft has adopted a "Tch, tch; 

too bad!" patronizing attitude toward Dewey. He "deplores" the fact that his party's 
nominee did not make a fighting campaign, inferentially blames Dewey, personally, 
for the fifth successive republican defeat. 

















Dewey's hand-picked party national chairman, Rep. Hugh Scott, has called 
a meeting of his group, to be held later this month, to shape party policy. Taft is 
throwing cold water on the idea, thinks it's amateurish to attempt policy planning 
now, wants to wait until the President's program gets a going over and the repub- 
lican segment has a chance to prove it wasn't the core of the "Second worst 
congress in history." Real reason is that Taft doesn't want any of the planning to 




















legislature. 
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No member of congress elected in November has come out openly to attribute 








amy part of his success to Dewey. And since gratitude and allegiance go hand-in- 
hand in politics, the New York Governor is becoming the forgotten man of the GOP. 

But there are many Dewey-before-Philadelphia men still left, chiefly in the senate 
-- and they aren't willing to admit error. That sets out a fighting ground. Unless 
the republicans can find a mollifying influence within their ranks, such as Alben 
Barkley has been in the democratic party for many years, acrimony will be the rule. 























Complications have been added to the effort to bring about a satisfactory 
labor relations act. Senator Irving M. Ives, liberal republican, has removed 
himself from any part in the final report of the "watchdog committee" which has 


























favors repeal of the Taft-Hartley Law, and a new start on labor legislation. 

















It didn't receive much notice at the time, but during draft of the I-H 
bill, Taft accused Ives in the presence of a group of editors here of sabotaging the 
measure, of "selling out to the unions." He never has considered his colleague 
from New York wholeheartedly in back of a code of labor relations, attaches Ives 
latest declaration to the Dewey-Taft feud which began with the pre-convention drive 
for delegate votes, and never died down. Posing a further problem is the fact that 
the “watchdog committee" chairman, Senator Joseph Ball, was defeated in his 
re-election try. And Rep. Fred A. Hartley, jr., co-author voluntarily retired from 
congress, won't be on hand to give support to Senator Taft. 





























Open fight by leading members of the medical profession against the 
$25-a-member assessment to "educate" the public in the evils of socialized medicine 
is improving the chance of enactment of the pending National Health Bill -- already 
solidly backed by labor organizations, social and welfare organizations, and a 
substantial number of democrats. The majority needed to enact the law isn't in sight 
-- yet. Many doctors object to taking part in the huge lobby-propaganda campaign, 
others resent the arbitrary tax voted without referendum. 






































American Medical Association's judicial council has the power to invoke 
"disciplinary action" against doctors who refused to contribute. They're being 
reminded of that fact at regional meetings about the country. But AMA may make a 
serious tactical error if it attempts to fight compulsory health insurance on the 
one hand, and on the other to punish its own dissenting members. Such a division of 
attention could be fatal to the cause, especially by dramatizing the difference of 
opinion on the fundamental issue that exists within the profession. Supporters 
of the bill are relying on aid from that quarter and the family fight will be 
adequately publicized in union journals. 



































The real estate lobby draws inferences of difficulty in financing from 
recent reports by two federal agencies. The Federal National Mortgage Association 
has been gradually stepping up its secondary market for purchase of mortgages 
insured by FHA or guaranteed by the Veterans' Administration since the program was 
authorized by last summer's housing act. It started operations under the new 
program in August, with purchases of $16,367,000. In November the total went to 
$34,800,000. 
































Together with purchases under the previous program, FNMA held mortgages 
in the amount of $160,.300,000 at the end of November and had outstanding contracts 
to acquire others aggregating $227,500,000. About $555,500,000 remains available 
for the purchase of additional mortgages. And current indications are that the 
program may be liberalized to allow lending institutions to sell to the agency more 
-- perhaps 75 per cent -- of their eligible holdings than the 50 per cent now permitted 
by law. Such a change, the lobby forecasts, will be incorporated in one of the new 


housing bills expected to be presented to congress soon. (il ie 
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_ trade developments in 1949 will bear 
closer watching than at any other time since the end 
of the war because they are likely to have an im- 
portant bearing on the business situation in general. 
At the present time it seems that the purchasing 
power in the hands of the American public and the 
volume of production are about evenly matched. If 
this situation continues, the present high level of 
business activity should be maintained. 

But there is no way of telling when and by what 
the balance between the complex deflationary and 
inflationary forces might be upset. One of the ele- 
ments which could upset it could be a shift in for- 
eign demand for our goods. If exports should 
slacken materially, and if, at the same time, foreign 
countries are able to send us more goods, the in- 
ternal inflationary potential would become less 
serious, and deflationary trends would be strength- 
ened. Such a development might necessitate a down- 
ward readjustment in a great many lines, and 
eventually bring about a general slowing down of 
business. 

What are the prospects that this will happen? On 
the whole, foreign trade developments in 1949 are 
likely to be influenced by: (1) the East-West ‘‘cold 
war” developments, and (2) a tendency on the part 
of U. S. trade and the trade of other countries to 
return to a more normal peacetime pattern. Unless 
there is a considerable relaxation of the present ten- 
sion between the United States and Russia, U. S. 
Government expenditures for our own defense and 
for “the propping up” of the still free countries 
should continue to stimulate our foreign trade. One 
of the first tasks of the new Congress will be to de- 
termine whether we should undertake to rearm 
Western Europe, and, if so, how much military and 
transportation equipment she is to get. 

But even without this additional ‘“‘peace-time lend- 
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lease,” the 1949 foreign trade figures should show 
a fuller effect of the Marshall Aid program. Al- 
though the ECA authorized the purchase of some 
$2.6 billion worth of American goods by the end of 
December probably less than $800 million of these 
goods were actually exported. Some time during the 
early part of 1949, the lag between the ECA 
authorizations and the ERP exports will be made 
up. This should bring about some lifting up of the 
export total. 

The tendency of U. S. foreign trade — and, for 
that matter, of international trade in general — to 
return to a more normal peace-time, though not 
necessarily prewar, pattern should be stronger than 
in any other year since the end of the war. With 
production abroad steadily expanding, foreign 
countries will not only need fewer of our goods, 
but will have more to sell in competitive markets. 
Japan and Germany may be expected to make fur- 
ther progress in regaining their prewar position. 
Actually, the Marshall Plan is accelerating that 
progress. It may seem paradoxical, but we are build- 
ing up our future competition. Of course, as is well 
known, we are doing it for the sake of the security 
of the Western World. People without hope, in- 
secure, and hungry could hardly be expected to de- 
fend free institutions. 


The Meaning of the Dollar Shortage 


It has become customary to emphasize “the grow- 
ing shortage of dollars” as the main reason for a 
gradual decline of our exports since the peak in the 
mid-summer of 1947. But what is the real meaning 
of the dollar shortage? Basically it means that for- 
eign countries do not produce enough goods and 
services which they could sell to us in exchange for 
the goods and services which they want from us. Or 
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their products are too expensive for us to buy from 
them. Another way of saying the same thing is that 
foreign countries have a deficit in their balance of 
international payments with the United States. 

To pay for this deficit, foreign countries used 
their previously acquired dollars, gold, and/or the 
dollars that the U. S. Government either loaned 
them or gave them. These resources, however, could 
not last forever, in view of the extraordinary heavy 
buying in this country. For the past three years, the 
United States has often been the sole source of sur- 
pluses of the needed goods. Moreover, our prices 
have been lower than those of our competitors, and 
this has added to the demand for dollars. 

With a few exceptions, the resources mentioned 
above have been exhausted and, one by one, foreign 
countries have been forced to curtail their purchases 
here. But this is not the whole story. While the 


previously acquired gold and dollars, and the dollar 


loans and grants were being used up, production 
abroad has been gaining, in fact, gaining relatively 
faster than during the period after the First World 
War. As a result of this expansion in production 


Table No. I 


and improvement in facilities for selling us their 
services, the current dollar earnings of foreign 
countries have been going up. 

The first table illustrates what has happened since 
1946. At that time, foreign countries sold us about 
$7.2 billion worth of goods and services. By the end 
of 1948 these current earnings of dollars reached 
the annual total of $10.7 billion, an increase of $3.5 
billion in two years. Thus the basic cause of the 
shortage of dollars, the shortage of saleable goods 
and services, is being corrected. Our foreign trade 
is now better balanced. During the second quarter 
of 1947, at the peak of our exports, the excess of 
our sales of goods and services was at the annual 
rate of some $12.5 billion, and hence was of con- 
siderable inflationary influence. It increased pur- 
chasing power here by that amount without being 
counterbalanced by imported goods or services. Dur- 
ing the third quarter of 1948 the excess of exports 
of goods and services dropped to the annual rate of 
only about $5.2 billion (see Table No. I). 

What are the prospects for foreign countries to 
increase their current earnings of dollars in 1949? 
Theoretically at least, they are very good. As will 
be seen from the second table, the volume of our 
imports is just slightly above the prewar level. Yet 
the volume of our industrial production is nearly 
twice as high as in 1937. Hence on the basis of the 
prewar “import volume-production volume” ratio, 
we should be importing, even on the basis of con- 
servative estimates, between $12 and $14 billion 
worth of goods. 


Prospects of Permanently Higher Imports 


However, it is doubtful whether the prewar 
“import-production” ratio will ever be restored. We 
have doubled our manufacturing capacity and made 
great progress toward national self-sufficiency. 
Nevertheless, the volume of imports from those 
parts of the world where goods have been available, 
as for example the Western Hemisphere, has kept 
pace fairly well with recent industrial production 
volume. Importers are confident that we can absorb 
a much larger volume of imports from Europe and 
Asia if goods are available and prices right. Some 
of the Western European countries, and particularly 
Great Britain, have been deliberately encouraging, 
with considerable success, the production of goods 
for the U. S. market. Besides specialties and lux- 
uries we could also use certain basic products which 
are still in tight supply, such as chrome, ore, copper, 

lead, tin, manganese, vegetable oils, wood- 
pulp, jute, burlap, and sawmill products, 





which we shall need either for strategic 





(Billions of Dollars, Annual Rate) 


U. S. Exports and Imports of Goods and Services 


stockpiling or to satisfy current consumer 
demand. 











——_——Imports. 
Goods — Total 
(a 


Exports. 


Goods Services Total 
(a) 


Balance 
Goods & 
Services 


There is a good chance, then, that as 
goods becomes more plentiful abroad, our 





1946 


Ist Quarter...... 10.9 3.4 14.3 4.9 2.3 7.2 
. rae 3.1 16.4 5.0 1.5 6.5 
3rd Oe ccebas 12.0 3.0 15.0 5.2 1.9  f. 
4th Me anette 12.2 3.1 5.3 5.9 1.7 7.6 
1947 
Ist Quarter...... 15.8 3.5 6.0 2.1 8.1 
ES TP . ecncas 17.2 3.9 21.2 6.2 2.4 8.6 
3rd a. Fs Sexiaey 15.5 3.7 19.2 5.4 2.9 8.3 
4th Re saben 15.7 3.7 6.2 2.3 8.9 
1948 
Ist Quarter...... 14.6 3.2 17.8 7.7 2.3 10. 
ni a 13.6 3.3 16.9 7.5 2.9 10.4 
3rd Ps csésbe 12.4 3.4 15.8 7.4 3.2 10.6 


‘(a)—Including income from investments. 








imports will expand; the Department of 
Commerce believes that we could import 
as much as $8 billion worth of goods in 
1949. However, a lot will depend upon the 
= continuation of our present industrial 
2:5 activity and employment. Uncertain busi- 
<4 ness prospects have already affected the 
imports of coffee, sugar, rubber, furs, 
diamonds, hides, and petroleum products. 
The imports of these products, which dur- 
ing the first six months of 1948 accounted 
for nearly one-third of our total imports, 
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are currently on a hand-to-mouth basis. A 


Table No. Il 


























price decline in these commodities, unless 
accompanied by an increased volume of U.S.T . 
‘ . S. Trade Since the War 
sales, could have a depressing effect on dol- bbe w 
lar earnings of some countries and force far- Exports Imports————— 
reaching readjustments of their economies. a ee Vleet: . Se 
(000,000) 1937=100 1937=100 (000,000) 1937=100 1937=100 
Service and Income Accounts 1937 ........ 279 100 100 257 100 100 
- ex dekek om 100 93 163 72 90 
: Q ; .. FRN@a9r........ 105 91 193 82 92 
It is seldom realized that foreign earnings |} 1945 ........ 877 183 157 346 94 145 
of dollars on service and income accounts ||'%° ~~ — sal = a = 1 
are approaching nearly one-half of the || 1947 
amount of dollars earned from the sale of |}7" ~~~ 129° = = pe bp = 
goods to us. These “service and income ac- || March ........ 1,390 284 176 445 89 195 
count earnings includ xX i . | April Devtaccaee 1,360 273 180 512 94 205 
- 1S ; ee pend tures of | May .......... 1,500 297 183 474 93 197 
American tourists abroad, earnings of for- |! June... 1,320 261 183 463 95 198 | 
eign merchant marines for carrying our for- duly srseensece by 250 184 450 90 197 
eign trade, dollars spent abroad by our |/se8. 077 1190 230 196 ws 96 17 | 
troops, income from foreign-owned invest- Oct. oe... 1,310 250 187 492 104 195 
: * & N 1,190 226 
ments in this country, and a number of other || $e" 1.130 pe ae a a po 
services. At the present time these earnings ante 
exceed the annual rate of $3 billion; of this |} sen. 1,092 203 196 545 107 208s 
amount, tourist expenditures, our largest || Feb. ......... 1,086 198 199 582 108 213 | 
bbas . ‘ cee ens 7 tes March 1,138 212 194 665 118 216 
single import article,” account for nearly —.... 1120 pi bit as po aa 
$1 billion. ee 1,102 206 194 550 101 217 
With hotel and shipping facilities abroad || jure ~~ — bi bin ph bids aa 
steadily improving and expanding, it is easy flag... (986 185 194 598 107 219 
to foresee that tourist expenditures will || Sept... sae br cane = po — 
establish a new record in 1949. There is a || °* ins, oa 
possibility that the income and service ac- || (+)—estimated. 
count may even show a small credit in favor | _—_——— 




















of foreign countries. Thus a billion dollars 

or so which the foreigners had to pay in 1946 and 
1947 on service and income accounts will in the future 
be saved for the purchase of goods. 

It may be taken for granted that imports (in- 
cluding Army imports) and the services performed 
for us by foreigners will produce in 1949 at least 
$10.5 billion. The question is now how many dollars 
will be made available to foreign countries by Uncle 
Sam under various assistance and relief programs 
and as war damage payments. On the basis of a 
rough calculation, presented in the third table, it 
would seem that the total of U. S. Government 
grants and credit in 1949 will be at least $6.7 bil- 
lion. This figure assumes that the ERP aid to West- 
ern Europe will be around $4.7 billion (including 
some unspent amounts from 1948). The other gifts 
and relief programs are small individually, but, as 
will be seen, add up to a respectable total. 

Altogether, trade earnings and grants and loans 
should produce for foreign countries about $17.7 
billion in 1949, or as will be seen from the third 
table, about $1 billion more than the same “opera- 
tions” produced in 1948. There will, of course, be 
other dollars available: loans by the International 
Bank, advances by the Monetary Fund, investments 
of American corporations, particularly petroleum 
companies, and a number of other sources. After 
taking into account that some $3 billion will be 
needed for the payment of dividends, debt services, 
royalties, shipping charges, and other service and 
income items, roughly about $14.7 billion should be 
available abroad for purchase of our goods. Such 
an amount would permit a dollar value of exports 
higher than in 1948. 

However, a word of caution. There is always a 
possibility that some of the dollars earned by for- 
eign countries may be diverted to finance a flight 
of capital, particularly if international tension gets 
worse, or if a decline in (Please turn to page 412) 
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Table No. Ill 











| °,? T a al ~~ 
| Composition of U.S. Exports of Goods and Services | 


(in billions of dollars) 











| 1946 1947 1948 1949 
| U. S. Government sponsored 
«CII, 655, ccasentammannnesneaeonds ous PY on 
| Civilian supplies (a).............000000 4 9 
| ERP and Chinese Aid P. | 
Beer 1.0 4 
| Other aid and relief....................... 1 3 
| | ci SESE AAS ae EL ene 2.2 1.7 
| Commercial exports ............0.c0 8.0 13.7 
| Mantel GGG <c0 3s cnsSosssscsccstsenss . 102 153 13.0 13.0 
| Services and investment income..... Pe 3.1 3.7 3.3 3.0 
Gitar adiiatmient (1) ....5....0.ccccsseneesc0s. VF 7 1.4 1.0 | 
| Total goods and services.............. 15.0 19.7 17.7 17.0 
| Dollar Supply 
| Services 
| Commercial imports ..........0..0000005 49 5.7 7.0 7.3 
| Other imports (b)............ Shee a ae 6 5 | 
| Total goods .........c.ssecse 5.2 6.0 7.6 7.8 
| Services 
ene 4 5 7 1.0 
| Other services and income.. 1.6 1.9 2.0 2.2 
| WotGK See utees <.5-.csccseessicescocsnsse 26 2.4 2.7 3.2 
| Total goods and services.............. 7.2 8.4 10.3 11.0 
| U. S. Govt. Gifts and Grants 
,  Lend-lease gifts and loans................ 8 
UNRRA & Post UNRRA................ o | A a 
Civilian supplies (a)................... : oS 1.0 1.3 7 
Surplus property credits................. ; 8 3 3 1 
European Recovery Program ............ 2.0 4.7 
Greek-Turkish aid .................::0:008 ; of 3 3 
I OI daa sisneaanl dsserandneneitnnedinnins all 3 3 
Export-Import Bank ................::::005 9 8 4 3 
Wi III ab cvaceatncscscatuniccantinancsaiatacaass 6 2.9 3 
War damage to Philippine Islands... 1 1 at a 
TI GI eerie cicnicsnctesccnseatencesccesceis 1.0 
NI ais cicccsacedaccccsuceicccdsuaducceadsces sien 5.4 6.5 6.4 6.7 
Total goods, services, U. S. funds.. 12.6 14.9 16.7 1VW7.7 
(a}—Civilian relief supplied by the Army and the Navy in occupied areas; 
(b)—Goods sold or bought from other countries that have not been 
shipped into the U. S. Customs area; 
(c)—! i I Ref Organization. 
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By ROGER CARLESON 


Wren the railroad securities market put 1948 
behind it, with all of that year’s record of favorable 
earnings and substantial dividends, it did so with 
what seemed serious misgivings over what 1949 
might bring. Has this pessimism been carried too 
far? Every day, more and more investors are ponder- 
ing this question. 

Even the most cursory examination of prevailing 
prices for representative railroad equities shows that 
the market is placing a most conservative valuation 
on what is in store for the industry over the next 
twelve months, that in fact the “unknown’”’ factors 
in the outlook, and some of the known ones, are 
viewed with entirely too much concern. But investors 
cannot depend on the “unknown”; they must use 
elements of valuation which are right at hand, or 
which are likely to materialize. 

December, 1948, proved a very important month 
for the industry because the closing weeks brought 
two very significant developments. 

Neither took the rail shares out of their lethargy, 
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and if any- 
thing, there 
was a disposi- 
tion on the part 
of most equities 
to seek levels 
approximating 
their lows for 
the year, accel- 
erated, too, by 
the urge to es- 
tablish tax 
losses. 

The first of 
these develop- 
ments had to 
do with the rec- 
ommenda- 
1) tions made to 
: the President 
by the Emer- 
gency Board, 
investigat- 
ing the matter 
of wage de- 
mands by the 
non-operat- 
ing unions. 
The second, 
which came 
just as the year 
ended, was the 
Interstate 
Commi s- 
sion’s finding 
on the industry’s plea for higher rates. 

Both should be considered and appraised in the 
light of earlier 1948 events pertaining to wage costs 
and freight rates and their immediate and ultimate 
effect. on earnings. For the latter we refer you to the 
accompanying tabulation of pertinent statistics and 
estimates for 25 of the more important roads. 

The Emergency Board, in principle, upheld the 
proposal that the 40-hour week should be extended to 
non-operating employees, without reduction in 
weekly earnings. In addition, the Board recommended 
an immediate wage hike for such workers of seven 
cents an hour, retroactive to October 1, 1948. 

Actually, the real force of the Board’s major 
recommendation — the shortened work week — will 
not be felt until September 1, 1949 for the industry 
was given a respite until that time to make the 
change. However, it is the fact that the roads must 
face, eventually, through higher hourly wages and a 
reduced work schedule, by something like $625,000,- 
000 in additional labor costs on an annual basis, 
rather than the actual cost for the 
current year (estimated by the 
Board at $340,000,000), that has 
caused so much somber reflection 
in investment quarters. 

Whether this ends the entire story 
of the railroads’ “third round”’ bat- 
tle remains to be seen, for negotia- 
tions between the non-operating 
unions and the railroad manage- 
ments are currently continuing. 
But the outcome should not greatly 
change from the pattern set by the 
Emergency Board. 
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The compensating phase came on December 30th 
when the railroads were granted temporary freight 
rate increases, averaging somewhat more than 5% 
and estimated by the Interstate Commerce Commis- 
sion to mean an additional $425,000,000 in revenues 
annually. 

If we accept the Emergency Board’s own estimate 
of this year’s cost of its recommendations for the 
non-operating brotherhoods and allow for increases 
already granted to the other unions, the ICC’s deci- 
sion on freight tariffs gives adequate, if not com- 
plete relief, the degree depending on the operating 
territory of each individual carrier. Again inis is 
illustrated in the accompanying table. 


Permanent Rate Increase to Come 


And what the Commission has granted, it must be 
emphasized, is only in the nature of a stop-gap 
measure, intended primarily to offset immediate ex- 
pense boosts until the final verdict on the Ex Parte 
168 rate petition, in which the industry seeks a 13% 
advance in freight rates. While the interim action of 
the ICC was less than the “immediate” 8% which 
the roads had been seeking, it is no secret at all, that 
by and large, the industry regards the decision as 
acceptable in countering higher costs, as now cal- 
culable. 

The new, temporary rates have now been made 
effective by all roads and will be reflected in reports 
for January, but not to the fullest extent. Later 
statements, however, will reveal their effectiveness 
on a complete basis. Essentially, the Commission’s 
report provided as follows:, 

(1) A 6% increase in freight rates in the east 
and south, as well as between these two regions. 

(2) A 5% upping of rates in western trunk- 
line territory—lIowa, Wisconsin and part of Min- 
nesota. 

(3) A 4% boost to apply on rates in the re- 
mainder of the west. 

(4) A 5% increase in rates on interterritorial 
traffic, with the exception of movements between 
the east and south. 

Since coal received no direct reference in the 
Commission’s report, it will be affected by the gen- 
eral increase in each territory to the same extent as 
other items. There are, however, exceptions for cer- 
tain commodities, mostly fruits and 
vegetables, but these are of minor 


lion in the Western district. To this combined $415 
million total must be added an additional $10 mil- 
lion for special loading and transit charges. 

Not all statistics are available on 1948 rail opera- 
tions, but enough are at hand to show that the in- 
dustry was able to add handsomely to surplus and 
for use in connection with necessary capital expen- 
ditures in the period ahead. 


The 1948 Picture 


With only the final week of 1948 estimated, the 
Association of American Railroads reported that 
42,833,902 cars of freight were loaded for the full 
year, a decline of 3.7% from the 1947 level. Freight 
traffic last year, however, was 43% heavier than the 
pre-war peak of 1929 and the volume was the great- 
est for any peace-time year except 1947. 

That Class 1 Railroad gross in 1948 probably ap- 
proximated $9,700,000,000 (an all-time high) is due 
of course, to the higher freight rates imposed on the 
volume carried. Such a gross would compare with 
an actual total of $8,684,700,000 in 1947 and the 
previous peak, $9,436,800,000, attained in 1944. 

The actual figures for the first ten months of 1948 
show a gain of 12.8% in the industry’s operating 
revenues, a boost of 11.0% in all operating expenses 
and a gain of 34.1% in net operating income. 

On an estimated basis, the industry covered fixed 
charges 2.75 times in the 1948 period through Octo- 
ber as compared with 2.10 times in the correspond- 
ing 1947 term, net income reaching the impressive 
total of $590,000,000, up 59.5% from the $370,000,- 
000 of the year before. 

Certainly, when the 1948 record is complete, there 
will be no valid reason for bearishness on rail secur- 
ities in terms of what has happened in the immedi- 
ate past, or in the excellent manner most roads have 
strengthened their treasury resources, while at the 
same time reducing debt at every opportunity. 

Nor can it be reasoned, justifiably, that the rail- 
roads cannot operate in 1949 with enough in the 
way of rate relief to offset wage costs. While there 
doubtless will be some overlapping margin in the 
form of increased material and miscellaneous ex- 
penses, there has been at least a fair accomplish- 
ment of balance in this race of rates versus costs. 

Of course, the answer to whether railroad stocks 





consequence. 
Whatever was granted in the way 150 
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of higher rates will be superimposed 
on the present structure pending a 
decision on the application for the J jy 

















may be forthcoming cannot be pre- 


permanent 13% increase. When this 
dicted with any degree of certainty, \ 
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will take place in all territories, final 


official action probably will be de- -™ 





























layed until mid-1949, perhaps later. 








The fact that the current report ™ 


was unanimous carries significance. 
In dollars and cents, the ICC pointed ‘i 








out that the new schedules would lift 
operating revenues by $180 million in 
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the Eastern District, $30 million in 20 
the Pocahontas region, $65 million in 
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the Southern region and $140 mil- 
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are “cheap,” or “dear,” rests not first with any array 
of operating statistics that can be presented or pro- 
jected, but also on the condition of the market as a 
whole and, importantly, the outlook for traffic. And 
the latter will be determined very largely by indus- 
trial production and the size of our crops. 

At this time there are forecasts of a decline in over- 
all industrial output for 1949 ranging up to 15%, but 
the outlook for the winter wheat crop, on the other 
hand, by far the most important element in revenues 
of certain important roads, is for a bumper harvest, 
according to the Department of Agriculture. This 
Government bureau placed winter wheat plantings 
at 61,370,000 acres, up 5.5% from the acreage of the 
recent crop, and more than 28% larger than the aver- 
age for the past ten years. 


Assuming the Worst 


Let us assume, for the sake of establishing some 
basis of calculation, that the railroad industry’s net 
earnings in 1949 will be approximately 25% less than 
in 1948. Even the gloomiest of prophets do not antici- 
pate a decline of greater proportions than that. And 
this takes cognizance of all current developments in 
the wage and rate situation. 

The most reliable estimate of Class 1 Railroad net 
income for 1948 is a figure of roughly $700 million 
which means that a 25% drop would mean a 1949 
income of about $525 million. Going back as far as 
1929, this would have been exceeded only in that year 
and in the “war boom” period comprising the years 
1942, 1943 and 1944. 

Now that the industry has been assured of tempo- 
rary, but at least adequate relief in the form of an 
“interim” freight rate increase to absorb the pres- 


sure of mounting wage and material costs, a fore- 
cast of $525 million net for 1949 certainly leaves room 
for at least mild optimism for rail shares on a price 
basis, all other factors being equal. 

Facts and figures, as shown in our tabulation, still 
support the view that most railroad shares are not 
overpriced in terms of earnings, dividends and gen- 
eral financial considerations. Price earnings ratios 
generally are indeed low. Naturally, what bothers 
most rail investors is the degree of possible earnings 
shrinkage, in view of high break-even points, once 
railroad volume begins to slide, as it will, should we 
head into a recession. 

In such an event, individual experience among the 
various railroads will undoubtedly vary considerably. 
Some will certainly be squeezed—after all there is 
great variation in the existing margin of safety. But 
among others there also exist ample cushions that 
virtually seem to assure dividend stability in any 
conceivable event. Roads like Union Pacific, Southern 
Railway, Southern Pacific, Santa Fe, Norfolk & West- 
ern, appear quite well insulated against any forth- 
coming earnings drop. 


Need for Realism 


The rail situation, in other words, should be viewed 
with realism rather than ready emotionalism. 
Though the odds are that the next move in business 
activity will be down, the existence of many cushion- 
ing and supporting factors makes the odds fairly high 
that the downward move will not attain serious pro- 
portions, at least in the coming year. Our purely theo- 
retical assumption of a 25% drop in 1949 railroad 
net income may prove entirely too drastic. Rail earn- 
ings may recede, but hardly (Please turn to page 409) 


































































































Leading Rail Shares—A Statistical Tabulation | 
tEst. Higher §Cost of | 
Gross from Higher Wages | 
| “Interim” —Shortened 
Rate Hours ? 
Increases = (1949 Only) —Per Share Net— 1948 Recent _ Est. 1949 Div. 
(000 omitted) 1947 *1948 ** 1949 Range Price Min. Div. Yield (%) 
Atch., Topeka & S. F. $15,000 $20,750 $17.11 $21.90 $17.25 1205-84 100 $8.00 $8.00 
Atlantic Coast Line . 6,400 6,900 7.28 10.75 7.75 62 -44!/, 44//, 4.00 8.99 
Chesapeake & Ohio . 16,800 12,750 4.44 3.80 4.00 451/4-31'/g 31%, 3.00 9.60 
Chic., Mil., St. Paul & Pac. 10,000 9,900 2.01 3.00 2.75 1314- 73% 7'/p ues) cere 
Chicago & North West. 00s 6,900 9,600 1.94 3.75 3.25 2334-135, 14!/ 1.00 6.90 
Chic., R. t. & Pacific 6,600 7,200 9.72 10.25 8.25 42!/5-25!/2 32 3.00 9.37 
Del., Lack. & Western 4,800 7,500 2.00 3.75 2.75 i3'4- 73% Bl, 0.25 2.94 
Erie Railroad 8,700 7,300 1.81 5.00 3.50 16!/,- 9'/g 13 1.00 7.60 
Great Northern aa es 7,200 9,100 7.28 8.00 6.50 5074-36!/, 42 3.00 7.14 
Gulf, Mobile & Ohio... 4,100 3,100 2.85 5.00 4.50 20%-12!/ 13 0.50 3.85 
Illinois Central 12,500 12,400 10.25 14.00 10.00 4234-27!/, 29 ee ae 
Lehigh Valley ar 4,300 3,400 d1.23 3.25 2.00 8l/4- 41/, 43, ati gu eng oes 
Louisville & Nashville... 10,900 9,900 5.68 8.00 6.50 50 -37 38!/, 3.52 9.12 
New York Central 35,000 36,500 0.36 2.75 2.25 18!/2-12'/, 12!/ 0.50 4.00 
N. Y., Chic. & St. Louis 5,600 4,100 17.83 38.00 26.00 92-39 76 a ere 
N. Y., New Haven & Hart. 5,900 8,800 d2.56 3.25 2.25 147- b!/ 8 Re <= eee 2 
Norfolk & Western 9,400 7,350 6.12 6.75 7.00 627-55 58 4.00 6.90 
Northern Pacific 000... 6,000 8,200 5.40 5.00 3.25 2734-1 6!/2 16!/ 1.00 6.06 
Pennsylvania = 45,200 45,000 0.55 3.00 2.50 22'/g-1b!/g 16! 1.00 6.06 
Reading . RASS ; 7,600 5,800 3.87 5.50 4.75 275-163, 22'\/, 1.00 4.44 
St. Louis-San Francisco .............. 4,100 5,200 2.59 4.25 3.00 16!/2- Bl, idl, 0.50 4.76 
Seaboard Air Line 6,300 5,900 6.36 11.00 7.75 26!/o-13 5 18 1.00 5.56 
Southern Pacific . 21,000 22,900 8.86 10.00 8.50 623-43!/, 48!/, 4.00 8.98 
Southern Railway 11,300 11,100 6.85 11.75 9.50 50!/4-33!/, 39 4.00 10.26 
CS eee ee 15,100 16,500 11.35 14.50 11.00 96!/4-799/, 86 6.00 6.98 
tAnnual Basis *Partially Estimated **Fully Estimated §All Workers d—Deficit 
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decade has given 
new life to the 
progress of lead- 
ers in the rub- 
ber industry, fol- 
lowing many 
years of vari- 
able success. 
Military re- 
cuirements in 
World War II, 














i 


bys 





‘ls 
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rf — ™™ along with 
, na sharply cur- 
a tailed supplies 

of natural rub- 

ber, stimulated 

this manufacturing group to revolutionize its oper- 
ating methods with amazing results. Then record 
civilian demand for rubber products of every de- 
scription was met by equally impressive postwar 
production feats, resulting in exceptional sales and 
earnings particularly of the major companies. Two 
of the latter, U. S. Rubber Company and B. F. 
Goodrich Company, we: have selected for a study 
of their fundamentals, their problems and prospects. 

The traditional sensitivity of the rubber industry 
to changes in the level of national income has for 
years past been a serious handicap to stable opera- 
tions. Heavy reliance upon sales of tires for orig- 
inal equipment or for replacements tends to reduce 
volume sharply in recessive periods. To overcome 
this adverse factor, both U. S. Rubber and Good- 
rich have increasingly broadened their product 
diversification along quite similar lines. 

While tire sales still predominate in over-all vol- 
ume, each concern has developed hundreds of other 
rubber products, ranging from golf balls to hot 
water bottles, industrial belting to footwear, rubber 
hose to surgical items. Additionally each concern 
has entered the chemical and plastics fields in a 
substantial manner, and each one has invaded the 
textile field to produce synthetic tire cords. With 
highly developed research facilities, the two com- 
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petitors are continually announcing new products 
with promising sales potentials. 

In the point of size, U. S. Rubber Co. stands out 
in total assets, the latter amounting to $348.3 mil- 
lion at the end of 1947 compared with $246.7 mil- 
lion for Goodrich. U. S. Rubber operates 46 plants 
in the United States and Canada, while Goodrich 
has only 26. The larger concern has wholly owned 
subsidiaries in a number of foreign countries as 
well as extensive rubber plantations in Sumatra 
and Malaya. 

Goodrich, too, has a well entrenched trade position 
overseas, but its investments in foreign concerns are 
more limited. It has an interest in British Tyre & 
Rubber Company, Ltd. as well as in two concerns 
operating in Cuba and Mexico; otherwise its cap- 
ital is largely utilized at home or in Canada. Asso- 
ciated interests in companies in many world centers, 
however, strengthen its export potentials. 

While the distribution policies of the two com- 
petitors are similar in some respects, they vary 
rather widely in others. Sales of tires and tubes for 
original equipment are made to most of the auto- 
mobile manufacturers, with General Motors the 
largest customer in each case, though U. S. Rubber 
gets a bigger share of this concern’s business. About 
a third of U. S. Rubber’s total tire and tube output 
goes to this important automobile producer, pos- 
sibly because of heavy du Pont influence in both the 
buyer and seller. As regards replacement sales, U. 8S. 
Rubber’s main problem is solved through a contract 
with Montgomery Ward & Company. 


Large Chain of Goodrich Retail Stores 


B. F. Goodrich, on the other hand, operates a 
chain of about 490 retail stores that distribute not 
only the company’s numerous products but those of 
other manufacturers as well. Aside from these wide- 
spread outlets, Goodrich effects even larger sales 
through numerous independent dealers. The long 
list of chemicals and various rubber products now 
made by both concerns are distributed in the usual 
highly competitive manner through the customary 
channels of commerce. 

When it became evident early in 1947 that de- 
ferred demand for replacement times had become 
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Comparative Statistical Summary 
B. F. 
Goodrich, U.S. Rubber 

CAPITALIZATION: as of June 30,1948 Dec. 31, 1947 
Long Term Debt (000 omitted)... $43,232, $ +~=98,000 
Preferred Stock (number of shares)... 412,031 651,091 
Common Stock (number of shares)... 1,308,320 1,761,092 
INCOME ACCOUNT: 6 mos. ended June 30,1948 Sept. 30, 1948c 
Net Sales (000 itted }, $ 197,689 $ 431,930 
Net Sales Per Share $ 140 $ 245 
Operating Margin (b)...___.... 10.8% 6.6% 
Pre-Tax Net Income (000 omitted) $ 19,610 $ 26,841 
Pre-Tax Net Margin... ; AeA 6.2% 
Net Income — omitted | ~$ 10623 §$ 16217 
Net Per Share... Z 9 Fea $ 6.42 
LONG TERM EARNINGS. RECORD 

1947 4 $ 16.18 $ 9.39 

1946 __ Bi eae — 17.69 10.23 

1945 7.84 4.44 | 

|, ies 7.64 5.31 | 

| OSES eb eek ces 7.31 5.82 | 

1942 ... ESL Ss Ieee” Hee 5.73 1.82 | 

ge pea Wee Te Rend 5.02 4.86 | 

| REE i ten EE I, Raat 3.12 3.58 | 

{a acer eee ee ee 3.53 2.91 | 

LS wisps “OS eS 43 
10-Year Average Earnings, 1938-47... $ 7.38 4.88 | 
PD NONI a $ 5.50 5.00 | 

| 
| 


ec. 31, 1947 


BALANCE SHEET (000 naiondh as of: June 30, 1948 
63,285 


$ 
$ 
10-Year Average Dividend, 1939-48____. $ . 257 $ 1.90 
D 
Cash and Securities.._.___ = ~21133. 5 









Cash and Securities as * Io of 
Current Assets _ Pe Stee, 12.0% 25.2% 
Inventories __._.. awcexes 9 MODAN $ 121,362 
Inventories as % of Current Assets 56.0% 48.0% 
Total Current Assets... cocoon ... $ 176,511 $ 252,141 
Total Current Liabilities cattnne -Spee  § 81987 
Net Working seal Be lanl le ae $ 140,942 $ 170,152 
a a ee oe 5.0 3.1 
Fixed Assets, Net... aes .$ 76,480 $ 89,449 
Total Assets cnvssssne $ 257,803 $ 348,381 
Book Value Per Share _.$ 102.70 $ 58.02 
Net Current Asset Value Per eiilioans (2). $ 43.50 $ 4.00 
Recent Price of Common... .$ 58 S 39 
Dividend Yield (on 1948 dividends) ... 9.5% 12.8%, 
Price-Earnings Ratio 
(to 1948 Estimated Earnings)... 4.3 4.6 
a—After deducting service obligations. 
b—After depreciation c—9 mos. Sept. 30 




















largely satisfied, due to the astonishing ability of 
the rubber industry to increase production after 
the war, many observers feared that 1948 would 
bring a troublesome downtrend in sales and profits. 
Confirmatory evidence of this trend seemed to de- 
velop during the first half of the year, with total 
production of passenger tires declining by about 
12%. Under comparable conditions in prewar such 
factors more than once signalled the advent of a 
price-cutting war, but this time the leading rubber 
manufacturers, including the two under discussion, 
adopted reverse policies and within the space of a 
few days lifted their prices, their aim being to pro- 
tect profit margins against rising costs. The uni- 
formity in timing of the price advances, however, 
undoubtedly caught the eye of the Justice Depart- 
ment which had instituted an anti-trust suit against 
the Rubber Manufacturers Association and a num- 
ber of its leading components. The charge centered 
upon alleged price fixing agreements. When all of 
the defendents submitted a plea of nolo contendere, 
a Federal judge levied total fines of $50,000 against 
the Association and eight rubber concerns, including 
U. S. Rubber and B. F. Goodrich. 
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We cite this circumstance because holders of 
shares in both of these concerns may have become 
disturbed over it. Much publicity has been given to 
the stepped up activities of the Justice Department 
in trying to curb alleged monopolies, and the affilia- 
tions and practices of U. S. Rubber Company in 
particular have been a target. For example, another 
anti-trust suit has been started against this concern 
on the grounds that it participates in an illegal 
cartel with Consolidated Rubber Manufacturers, 
Ltd. and several other foreign associates to restrict 
trade in latex. Then quite recently Washington has 
subpoenaed the records of U. S. Rubber in connec- 
tion with a study of the interlocking interests of 
the du Pont family in a number of large enter- 
prises. All said, however, there is usually more 
smoke than fire in most of the anti-trust suits, their 
outcome often is delayed for years, and the results 
commonly affect the interests of stockholders very 
little if at all. 

As against diminished demand for replacement 
tires, increased orders for original equipment, the 
many thousands of manufactured rubber products 
as well as chemicals appear to have been quite an 
effective offset in 1948. The strongly entrenched 
trade positions of both U. S. Rubber Company and 
B. F. Goodrich gave them an advantage over smaller 
competitors last year. In both instances sales de- 
clined only 1.8% in the first half of last year, but 
the corresponding dip in earnings was merely 1.2% 
for U. S. Rubber and 2.1% for Goodrich. 

As we write, third quarter volume of U. S. Rubber 
has been reported as advancing impressively to $154 
million, more than offsetting earlier declines and 
pushing the total for nine months to $431.9 million, 
$7 million higher than in the same period of 1947. 
Nine months net earnings of $6.42 per share com- 
pared with $9.39 for full 1947. Similar figures for 
Goodrich are not yet available, but chances are 
strong that for the third year in a row the operat- 
ing results for 1948 will be exceptionally good. Net 
per share of U. S. Rubber should exceed $8.50 per 
share, and Goodrich should report at least $14 per 
share against $16.18 last year and $17.69 in 1946. 

The variations in the earnings of the two concerns 
invite examinations. In the 1938-40 period, net per 
share of both enterprises was rather closely com- 
parable, with alternate positions established year 
by year. Since 1941, though, Goodrich has consist- 
ently shown better per share earnings and gradu- 
ally widened the spread. The test now arising is 
how well it can hold this advantage now that strong 
competitive conditions have finally reappeared. On 
the appended table we present some interesting 
statistics that may clarify our comments as we dis- 
cuss this subject. 


Leverage Factor in U. S. Rubber 


Other things equal, net per share of Goodrich 
should normally exceed that of U. S. Rubber Com- 
pany, because of a smaller capitalization. B. F. 
Goodrich equities number 1,308,320 compared with 
1,761,092 for the other concern. On the other hand, 
the greater amount of senior securities of U. S. 
Rubber theoretically at least should exert a lever- 
age influence on earnings applicable to its common 
stock, at least during periods of high level prosper- 
ity. When operating profits decline in recessive 
years, this factor would accelerate a downtrend in 
per share earnings. A funded debt of approximately 


THE MAGAZINE OF WALL STREET 





ee ADE pS DRE: IC 


ee So ies Nac a 











tro @ hh 


ee Oe a, a ae a ae 


oo Sees pee we {SY 


et Me ee o 





en te 


$98 million, though bearing low 
interest rates, plus about 650,- 
000 shares of non-redeemable 
8% preferred stock, combine to 
establish interest and dividend 
charges of $7.2 million annually. 

B. F. Goodrich Company, in 
contrast, has a funded debt of 
$45 million and about 412,000 
shares of $5 no par preferred, 
the combined interest and divi- 
dend requirements for which 
amount to $3.2 million. 

However, this leverage effect 
in recent years appears to have 
been outdone by apparent oper- 
ating advantages enjoyed by 
B. F. Goodrich, reflected by its 
wider profit margins. Though 
this concern reported net sales 
of about $197 million for the 
first six months of 1948, com- 
pared with $278 million by U. S. 
Rubber, Goodrich net earnings le Be 
for the period were $11 million : 
or slightly more than the $10.9 
million reported by its competi- 
tor. In other words the percentage of net earnings to 
sales was 5.2% for Goodrich versus 3.9% for U. S. 
Rubber. 

Further probing into the income accounts of the 
two companies, we find that operating costs ab- 
sorbed 81% of the sales dollar of U. S. Rubber 
compared with only 73% for B. F. Goodrich, and 
that even after allowing for sales and administra- 
tion expenses as well as depreciation charges, the 
profit margins of the largest concern were 6.9% 
compared with 10.8% for Goodrich. These figures 
become even more impressive in that the ratio of 
administrative and sales expenses to volume of 
Goodrich was practically double that of the other 
concern. Quite clearly, Goodrich’s advantage rests 
in more effective cost control or in ability to estab- 
lish wider profit margins on that portion of its 
output distributed through its 
chain of retail stores. The busi- 
ness of U. S. Rubber involves 
wholesaling only, its substantial 
tires sales to General Motors be- 
ing necessarily based on re- 
stricted margins, and those to 
Montgomery Ward figured on a 
cost-plus basis that probably 
would preclude high profit 
margins. 

It is quite possible, though, 
that these variations in the 
profit margins of the two com- 
petitors may become ironed out 
somewhat by current trends in 
the composition of sales and as 
a result of improved facilities. 
Since VJ-Day, U. S. Rubber has 
spent $80 million for expansion 
and modernization, and signifi- 
cance should be accorded to the 
fact that two-thirds of this large 
sum has been utilized to increase 
the production of non-tire items. 1937 | 1938 | 1939 
Not to be outdone in this re- : 
spect, B. F. Goodrich in 1947 
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Funded Debt: $40,000,000 

Serial Notes: $18,000,000 

Minority Int: $388,583 

Shs.‘ nec 8% Pfd: 651,091 - $ic0 par 
Sts. Common: 1,761,092 - $10 par 
Fiscal Year: Dec. 31 
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alone spent more than $23 million for new plants 
or modernized equipment and in 1948 planned to 
spend another $10 million or so. Among other things 
the company has completed one of the most modern 
research laboratories from which it expects a flood 
of valuable new or improved products. U. S. Rub- 
ber, too, made news more than once in 1948 by 
announcement of newly developed items. 

Perhaps of equal importance with the rubber in- 
dustry’s rapid shift to the development of synthetic 
rubber during war years is the recent discovery that 
by polymerizing this material at a low temperature, 
its endurance characteristics exceed those of natural 
latex by a wide margin. Both Goodrich and U. 8S. 
Rubber still operate synthetic rubber plants for the 
Government and are rapidly converting these facil- 
ities to step up production (Please turn to page 410) 
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. end of 1948 found purchasing depart- 
ments of manufacturers, wholesalers and retailers 
alike studying their inventory problems more closely 
than at any time since the end of the war. Last year’s 
accumulating evidence that supply in many lines was 
catching up with demand and that the trend was 
likely to broaden in scope during 1949 aroused wide- 
spread caution over new order placements. In many 
directions the question is arising whether the inher- 
ent risk of topheavy inventories is now showing up, 
to the potential detriment of earnings. Under the cir- 
cumstances it is desirable for investors in numerous 
enterprises to understand the changing picture, for 
in the year now unfolding this factor could substan- 
tially affect their portfolio decisions. 

Forthcoming annual reports will indubitably allot 
more than usual space to a discussion of inventory 
problems, for while in many instances they are not at 
all disturbing, in others a moderate shift in consumer 
willingness to buy might slow down the movement of 
goods, tend to weaken prices and leave a supply of 
over-valued merchandise on hand. During a boom 
period such as we are experiencing, hope of expand- 
ing sales, or even of holding them on an even keel, 
has depended heavily upon ample stocks to assure 
prompt deliveries, but the time is arriving when a 
misjudgment of demand or of price trends could cause 
trouble if inventories became unwieldy or over- 
valued. Furthermore, variations in operating condi- 
tions, managerial policies and market factors estab- 
lish need for a close scrutiny of inventory positions 
by farsighted investors. 

While the over-all inventory position in the econ- 
omy at the end of October was comfortable in rela- 
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tion to sales, newly forming trends 
in certain industries have stimu- 
lated closer study of their backlog 
orders, the character and composi- 
tion of their inventories, as well as 
valuation methods employed. Ac- 
cording to the Department of Com- 
merce, total business inventories on 
the date cited were at an all-time 
high level of $54.4 billion, $6.6 bil- 
lion higher than a year earlier. But 
total business sales also reached a 
new high monthly level of $38.8 
billion, so that inventories repre- 
sented hardly more than 514 weeks’ 
turnover. Additionally, the seasonal 
demand for goods of many descrip- 
tions was at its height, with accu- 
mulation of goods for the holidays 
well under way. 

Manufacturers of durable goods, 
as of October 31, had total inven- 
tories of $30.7 billion, having risen 
about 12% in the course of a year, 
although sales advanced only by 
some 5%. This discrepancy, how- 
ever, is accounted for chiefly by an 
increased accumulation of raw materials and goods in 
process; the rise in finished items was only 214%, 
indicating that shelves were not becoming clogged 
with unsold merchandise. To the contrary, increased 
availability of steel and other metals, plus stepped up 
operations, were largely responsible for the over-all 
inventory gains. 

If broken down into different groups, the makers 
of durables appear in somewhat varying position as 
regards their inventory problems. Producers in the 
automotive field have a sufficiently bright outlook to 
encourage further accumulations of essential mate- 
rials and parts if this becomes possible. The same 
holds true of manufacturers of refrigerators, heavy 
electrical equipment, farm machinery, railroad and 
mine equipment, not to mention machinery and equip- 
ment for the oil industry. On the other hand, pro- 
ducers of radios have become generally overstocked, 
manufacturers of electric irons, vacuum cleaners, air 
conditioning equipment, small motors and many 
forms of household appliances are facing declining 
demand and heightened competition. 


Problems of Durable Goods Makers 


Enterprises in these fields have a serious problem 
in attempting to appraise their inventory needs, for 
they have a large assortment of materials to order 
and have a long time ahead in expecting deliveries. 
In times of lagging demand, marginal competitors 
are forced to unload their goods at reduced prices, 
often leaving the more firmly established concerns 
with the alternative of cutting production or of piling 
up inventories on the chance that they can be dis- 


‘ posed of later at more satisfactory prices. In cases 


where a strongly entrenched trade position succeeds 
in holding sales at a fairly high level, these larger 
concerns are obliged to carry heavy inventories, al- 
though the gamble is considerable. 

Producers, wholesalers and retailers of cotton 
goods have been especially vulnerable to inventory 
hazards of late, especially since mid-1948. Prices of 
cotton goods have declined steadily during 1948, re- 
flecting over-production more than greatly reduced 
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demand, for the latter seems to have merely tended to 
level off. Textile exports, however, have dropped 
sharply, as well as sales of agricultural bagging fab- 
rics that have met heavy competition from other 
fibers. Inventory accumulations have accordingly 
been notable in this field, although more so among 
wholesalers and retailers than at the mill end. Accord- 
ing to the indexes of the Department of Commerce, 
sales of textile products from October, 1947 to Octo- 
ber, 1948 advanced about 5“, but inventories rose by 
more than 17%. 

Because the cost of raw cotton declined about 15% 
last year, the mills have probably been obliged to 
absorb considerable inventory losses, but their profit 
margins had been so wide that they could afford to 
do so. Those cotton mills that had established ample 
inventory reserves are fortunately situated under 
current conditions. In order to avoid undue inventory 
accumulation, many of them have shortened their 
work week, in the process bringing production to a 
considerably lower level than a year earlier. The main 
factor is that prices of 17 standard staple cotton fab- 
rics have dropped about a third below their postwar 
peaks established in the summer of 1947 and quota- 
tions for spring delivery indicate that further cuts 
may have to be faced. These considerations will be 
weighty if any substantial amount of finished or un- 
finished goods are on hand at the time of inventory 
appraisals. 

Woolen goods, in contrast to cotton manufactures, 
have exhibited price strength during 1948, register- 
ing a 12% gain over October, 1947. Continuing heavy 
demand for women’s apparel has apparently more 
than offset a sharp decline in orders for men’s suits 
and overcoats, the latter contra-seasonal towards the 





end of last year. If orders for women’s apparel start 
to lag or fabric prices soften, the mills may have 
some inventory problems to solve, especially as prices 
for raw wool have been at record levels of late. To 
date it has generally been possible to pass rising costs 
along to the consumer, but there are increasing signs 
that this practice will not be possible much longer. 


Food Processors 


Most processors of foods suffered from shrinking 
inventory values last year, as was the case with pro- 
ducers of soaps. Whether this trend will continue in 
1949 will depend largely on the course of farm prices 
and their relation to wholesale prices for the finished 
products. Despite tremendous sales by the meat 
packers in 1948, competition forced them to load up 
with livestock at fantastic costs but price resistance 
by the distributors cut seriously into their profit mar- 
gins. Fortunately the turnover of inventories in this 
field is so rapid that inventory losses may be non- 
recurrent and most concerns in the group have built 
up large reserves to alleviate their impact. Record 
crops and indications that inflationary forces are 
waning, though, create a poser for the meat packers, 
in view of the immense inventories they may have to 
carry. ° 

The customary inventory hazards that crop up at 
such time, however, appear lessened when judging 
inventories on a unit basis rather than by the yard- 
stick of dollar values. The Federal Reserve Bank of 
Cleveland has compiled some interesting statistics 
tending to show that the physical rebuilding of inven- 
tories in factories, warehouses and stores has actu- 
ally been sub-normal in postwar. Inventories of tires, 
























































Inventories and Their Relation to Current Assets and Sales 
From Latest Available Balance Sheet ———————_Inventories as Per Cent of 
Inven- Inventory Current Net Current Net Current Net Current Net 
tories Reserve Assets Sales Assets Sales Assets Sales Assets Sales 
$ Million— —Latest Available— 1939— 1941 
Baking and Milling 
General Mills _.... $31.9 heed $81.2 $458.5 39%, 7%, 65%, 19%, 66%, 20%, 
Continental Mills rE 9.5 18.9 118.34 48 8a 31 - 39 6 
Sunshine Biscuits . 14.1 $1.5 25.3 94.2 56 15 46 12 55 16 
Kellog Company a el ee 21.0 89.1 ox] 10 37 I 37 13 
Electrical Products 
Maytag Company | KGa ee 17.8 56.9 34 i 34 16 33 16 
Eureka-Williams .... , 0 : 5.2 15.2 58 20 27 2\ 65 cx) 
Sparks-Withington. ..... es 3.9 : ; 6.0 17.9 65 22 43 25 51 23 
Food Products 
Libby, McNeill & Libby 28.5 1.8 55.9 145.4 5 20 7I 35 49 18 
Stokely-Van Camp. ....... 27.4 43.7 95.1 63 29 62 25 58 16 
Best Foods ................ 11.4 36.4 105.3 31 II 34 20 30 19 
General Foods 100.4 146.9 407.3 68 25 67 27 73 34 
Standard Brands 67.5 100.3 276.1 67 24 45 20 66 29 
Penick & Ford....... 5.7 11.4 45.4 50 13 36 18 42 17 
Staley Mfg. ....... 35.6 2.5 43.8 146.4 8! 24 73 30 77 34 
Leather and Shoes 
Amalgamated Leather 2.9 ee 4.0 10.2 72 28 78 57 76 54 
Amer. Hide & Leather. . seg A #3 20.1 7| 26 83 54 72 32 
U.S. Leather... 8.0 4.8 Le: 32.4 46 25 76 57 65 38 
Endicott-Johnson ............ . 42.6 18.0 62.0 73.7b 59 58b 58 29 6l 27 
International Shoe .......... ee mr: 82.5 115.4b 56 40b 40 29 49 29 
Meats 
ARMGUT 2. : 175.2 17.5 266.5 1,956.5 66 9 57 i $3 13 
Cudahy Packing... 50.9 5.5 73.5 567.8 69 9 58 8 58 9 
Morrell 13.4 6 29.6 286.1 45 5 53 9 53 9 
Swift 162.4 26.5 322.8 2,361.1 50 6 51 Il él 
Wilson 53.4 ba.7 90.7 738.3 59 7 63 10 62 I 
a—9 months. c—I1 months. 
b—6 months. e—10 months. 
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for example, last May stood at 11.6 million units com- 
pared with 12.2 million in April, 1937, despite a great 
increase in consumption. With some variations this 
same comparison would apply to seven other forms of 
goods, including paper, glass containers and hosiery 
at the mill level. Through use of the unit yardstick, 
the FRB of Cleveland concludes that the present posi- 
tion of most inventories is far more encouraging than 
the dollar figures would indicate. 

To assist our readers in visualizing the latest status 
of numerous concerns that may be exposed to inven- 
tory troubles in the flux of changing conditions, we 
append a table with appropriate statistics, and will 
discuss a few situations that seem of especial interest. 


The Milling Industry 


While flour millers have a basic risk in the vola- 
tility of grain prices, as shown by a drop of about 
25% for some grades of wheat since December, 1947, 
the soundest concerns are well fortified against in- 
ventory losses by more than one device. Take General 
Mills, for example. At the end of its fiscal year 
terminating May 31, 1948, this concern had inven- 
tories valued at $31.9 million. This appraisal value, 
though, was highly conservative for it was after de- 
ducting $6.2 million reserves created from accumu- 
lated earnings. Furthermore, General Mills hedges, 
whenever possible, not only its inventories but its un- 
filled orders as well, and under current uncertain 
conditions the company is exercising extreme caution 
in the purchase of any commodities that cannot be 
hedged. With record sales of $458 million, General 
Mills’ ratio of inventories to volume has been reduced 
to 7% compared with about 20% in 1941, and inven- 


tories comprise only 39% of current assets compared 
with some 65% in 1939. On the whole, inventory con- 
trols of this leading miller appear to be exceptionally 
effective. 

A. E. Staley Manufacturing Company, long estab- 
lished as a manufacturer of starches, syrups and soy- 
bean products, has considerable inventory problems 
during periods of declining prices. The company 
usually hedges its purchases of soybeans by match- 
ing them against orders for their finished products, 
but maintains a long position on corn and inventories 
of starch and syrups. Hence inventory profits pile up 
when corn prices advance and corresponding losses 
occur when they turn downward. To some extent this 
latter hazard is alleviated by a fairly rapid turnover 
of these special inventories (every sixty days), be- 
sides which a reserve of $2.5 million represents about 
6% of total inventories. 

While soybean oil prices have remained fairly 
steady for a year past, the price of corn has declined 
about 30% from its 1948 high. Though A. E. Staley 


has recently reported a maintenance of fairly stable. 


volume, net earnings for nine months of 1948 de- 
clined to $5.22 per share compared with $9.62 in the 
comparable 1947 period when corn prices were rising. 
Our table shows that inventories represent 81% of 
current assets; despite this high ratio the company 
has spent about $10 million in the past year for 
modernization and expects to spend $5 million in 
1949, but feels confident that no financing will be 
needed. 
Inventories and Production 


One natural method of guarding against possible 
inventory losses when vol- (Please turn to page 414) 
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Inventories and Their Relation to Current Assets and Sales (Continued) 
From Latest Available Balance Sheet ——————Inventories as Per Cent of 

| Inven- Inventory Current Net Current Net Current Net Current Net 

tories Reserve Assets Sales Assets Sales Assets Sales Assets Sales 

| $ Million - —Latest Available— ——1939-——_ 1941 

| Paper Companies 
Gair, Robert ................... $4.2 $10.9 $44.8 39%, oF, 46% 14% 46%, TWiyA 
Conner Com... «|S $1.1 22.7 128.3 41 i 55 15 49 9 
National Container ........ 4.5 13.1 29.9 4 34 15a 36 8 36 10 

Retail Trade 
Allied Stores .... be . 52.8 ee 117.0 410.6 45 13 46 15 48 16 
Associated Dry Goods... 15.5... 38.4 142.3 40 10 38 13 4| 14 
Federated Dept. Stores... . 289 ce 76.8 304.7 36 9 38 i 42 12 
MOR. <.  S 78.3 301.2 4a 1 44 13 50 17 
Ce 24.8 72.4 315.0 34 8 49 12 49 14 
May Dept. Stores. nice Meee 109.9 358.0 32 10 a6 14 46 15 
Ae 227.7 757.1¢ 88 27¢ 72 19 76 21 
Montgomery Ward sce SOON 26.0 505.9 1,090.7 e él 28 e 5l 21 54 19 
Sears Roebuck 351.0 528.6 1,980.5 e 67 18c 53 19 69 19 
Se 61.1 194.6 ¢ 68 2h¢ 50 12 63 16 
SS | Sy) Sa see = 43.6 x 22.9 78.6 e 60 9c 67 15 70 14 
Woolworth, F. W. . 84.1 173.6 518.3¢ 49 léc 67 15 77 18 
Soaps and Vegetable Oils 

Colgate-Palmolive-Peet ....... 29.5 6.0 64.9 171.9 45 17 43 20 54 25 
Procter & Gamble... «142.8 37.0 206.7 723.7 69 20 56 27 49 20 
Wesson Oil & Snowdrift......... 28.0 7.2 55.1 223.0 51 13 71 40 59 24 
Archer-Daniels-Midland ..... 44.6 64.8 307.9 69 15 73 26 64 27 
Glidden Company ...... 28.1 47.1 202.3 58 14 52 20 60 23 
Spencer Kellogg |: 26.6 37.5 157.6 7I 17 72 24 78 34 

Textile and Apparel 
Gosnen as COB 84.1 119.34 40 28a 64 39 54 32 
American Woolen _. 66.4 : 99.3 152.14 66 444 63 46 65 37 
Adams-Millis _... 1.6 : 4.0 5.8b 40 28b 45 15 37 13 
Burlington Mills .......... 41.6 aes 106.6 206.8 a 39 20a 62 20 55 18 
Pore ons oo. OS 49.4 83.1 a 54 32a 59 26 60 23 

a—9 months. c—I1 months. 
b—6 months. e—1!0 months. 
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By J. S. WILLIAMS 


Wren Secretary of the Treasury John Snyder 
a month ago, in a clear-cut statement that doubtless 
had White House approval, declared that there will 
be no revision of the official bond support policy, he 
merely confirmed what the bond market had deduced 
from the election results and discounted ever since. 

As it was, the election brought significant bond 
market repercussions. It abruptly terminated the 
second great wave of selling of Government bonds 
that had hit the market since late in 1947, and re- 
sulted in a broad upswing of Government bond 
prices that at times lifted the entire list off the 
established support pegs and even permitted the 
Federal Reserve Banks to sell small amounts of 
long term bonds which previously it was forced to 
absorb in huge volume. 

Not only Government bonds rallied but state and 
muncipal issues joined vigorously and even corpo- 
rate bonds firmed up significantly, particularly high 
grades, with the result that yields, formerly widen- 
ing, once more narrowed. 

Prior to these latest developments, two great 
waves of selling of Government bonds took place. 
The first wave started to roll in November 1947 
when the market felt that any genuine attack 
against the mounting inflation would require a gen- 
eral advance in the cost of money. The official pro- 
gram of permitting short-term rates to advance 
lent considerable color to this argument and many 
saw virtual confirmation of this assumption when 
bond pegs were dropped to par or somewhat better 
a year ago. By the time the selling wave had run 
its course, the Federal Reserve had been forced to 
absorb some $4 billion long term governments and 
Treasury trust funds had purchased some $1.2 bil- 
lion worth. 

1949 


JANUARY 15, 





After a pause till the lat- 
ter part of June, liquidation 
was resumed. Again there 
was a spreading belief that 
support pegs would have to 
be lowered or abandoned but 
additionally, institutional in- 
vestors such as insurance 
companies and savings banks 
joined in the selling on a 
large scale so as to free 
funds for other and better- 
yielding investments. By the 
time selling subsided—after 
the election — the Federal 
Reserve Banks had acquired 
another $4.7 billion of long 
term governments to bring 
the total to over $10 billion. 

The swift post-election 
change in sentiment reflected 
of course the view that there 
will be no change in policy, 
that government bond sup- 
ports will continue un- 
changed, that low interest 
rates will prevail. The fact 
that a drop in bond pegs had 
been so widely discounted, 
in itself furnished a strong 
technical recovery factor. 
Many institutional investors 
were in an oversold position, 
having shifted from long to 
short term. Additionally, 
talk of higher income taxes provided a special stimu- 
lus for tax exempt issues, particularly state and 
municipal obligations. 

Though for a time, in order to avoid a run-away 
market for governments, the Federal Reserve sold 
from its open market portfolio, by and large the 
post-election rally was more the result of a decline 
in offerings than an increase in demand though 
some investors replaced bonds previously sold. On 
November 16, the Treasury announced that it would 
keep a 114% rate on its January certificate refund- 
ings, an action which definitely put an end to specu- 
lation, earlier widespread, that another increase in 
short term rates was an immediate prospect. As a 
result, prices rose and yields moved lower as fairly 
sizable investment demand developed. All of which 
further boosted market confidence that the present 
support policy will continue indefinitely ; this formerly 
muc¢h-debated question, for the time being at least, 
has ceased to be an active issue though the debate 
on amore academic basis continues vigorously among 
the proponents and opponents of the present sup- 
port policy. 


Improved Tone in Government Bond Market 


Thus the government securities market, and the 
bond market as a whole, finished 1948 on a far bet- 
ter note than 1947, with signs that the price trend 
has been reversed. This belief gained particular em- 
phasis in the closing days of the year when sensitive 
government issues, previously dumped on the mar- 
ket in great volume, exhibited outstanding strength. 

The general bond market trend has been steadily 
reinforced by uncertainty as to business and infla- 
tion. The arguments for “harder” money as a means 
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of fighting inflation are slowly giving way to sug- 
gestions that the official policy may turn toward 
even easier money so as to offset any severe defla- 
tion. In the circumstances, observers see a lessen- 
ing possibility that further increases in bank re- 
serve requirements might be ordered (not so long 
ago a seriously debated question), since it would 
almost certainly provoke further selling of govern- 
ments and renewed pressure against the support 
pegs. 
Impact of Business Uncertainties 


Another factor is that the triple threat to busi- 
ness inherent in price controls, higher wages and 
higher taxes is occasioning doubt about further 
business expansion, and the means of financing it. 
It is considered evident that corporate demand for 
long term capital improvement funds will slacken 
before long. The demand for business loans already 
appears to have turned downwards, tending to relax 
inflationary pressures. At least until the general 
outlook becomes clearer, the pressure for funds has 
somewhat lightened. All of which has definite bond 
market implications. 

It should mean, first of all, a stable government 
bond market in 1949 if not continuation of the firm- 
ing tendencies in evidence. True, the Federal Re- 
serve System holds large amounts of government 
bonds which can and probably will be liquidated as 
and if demand rises, thereby limiting upward poten- 
tials; yet with inflationary pressures diminishing 
and with renewed confidence in retention of exist- 
ing support levels, demand is likely to remain good. 
Some even see the possibility of a reduction in bank 
reserve requirements, a move that would add to 
investment requirements by banks, particularly if 
other lending activities continue to contract as they 
might in the wake of slackening business activity. 
If so, this should particularly strengthen the mar- 
ket for longer term obligations of which many 
banks are relatively short. 

Slackening business activity also would accentu- 
ate the expected decline in the flotation of corporate 
bonds and debentures in which life insurance com- 
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panies particularly have been quite active during 
the past year. Should this outlet for their funds be 
reduced, they would once more have to turn to 
government bonds, especially as mortgage loans are 
more likely to decrease henceforth than otherwise. 
The savings banks, recently reporting substantial 
deposit gains, may also re-enter the government 
bond market should the uptrend in deposits con- 
tinue. All of which may well make for a moderate 
further firming of government bond prices, a pros- 
pect that would appeal particularly to the banks as 
a source of supplementary income. By the same 
token, it would further remove any anxiety about 
possible capital losses. 

In short, the outlook for the government bond 
market appears considerably improved but while 
better prices may result, there seems little prospect 
of sharply higher quotations because the monetary 
authorities will doubtless see to it that the market 
remains orderly and that price appreciation is kept 
within limits. What these limits will be is up to 
the money managers. 

The improvement in corporate bonds is evidenced 
not only by their price strength during the closing 
days of 1948 but by the prompt “cleaning up” of 
new offerings that had shown signs of “stickiness’’ 
earlier. Apart from the general strengthening fac- 
tors discussed in the foregoing, forecasts that capi- 
tal expenditures by business and for construction 
this year will be lower apparently led to the con- 
clusion that there will not be a supply of corporate 
obligations and real estate mortgages equal to that 
of 1948. Thus some of the big institutional investors 
have begun to replace short term paper with long 
term corporate bonds. With a continuing supply of 
funds available for investment and the prospect of 
a lessening in industrial offerings, favorable market 
conditions are anticipated particularly from the 
standpoint of the corporate borrower who is likely 
to get a better deal in the bond market than in the 
stock market. 

Utility offerings should remain at a high level as 
utilities continue their huge postwar expansion pro- 
gram creating the need for heavy financing. Real 
estate financing may lessen somewhat but should 
nevertheless remain quite sizable. The railroads, 
too, will need more financing though it won’t appear 
in bulk until the wage-freight rate dilemma has 
been settled satisfactorily. Strictly industrial offer- 
ings on the other hand are likely to show a drop, 
perhaps a sizable one, depending on the future 
trend of business. 


Municipals — Star Performers 


Municipals, as mentioned before, have been star 
performers in the latest bond market rally. They 
benefit not only from the easier tone in money rates 
but particularly from their tax exemption feature. 
The same goes for tax-exempt state issues. More- 
over it now looks likely that the volume of such new 
financing will be less than the market has expected. 
Rejection by voters, and high costs, may moderate 
muncipal and state projects, thus contributing to a 
situation in which states and municipalities will re- 
quire less financing. 

Indicative of this trend is the fact that of $1.2 
billion bond issue proposals submitted to the voters 
at the last election, only 70% were approved 
whereas bond dealers had expected clearance of 
better than 95%. With (Please turn to page 412) 
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PEABODY COAL COMPANY 


BUSINESS: In the course of a sixty years’ history, this concern has become 
the second largest producer of commercial bituminous coal in the nation. 
Company operates 10 mines in Illinois, 2 in Kentucky and one in West 
Virginia. 


OUTLOOK: Coal lands owned or leased by Peabody Coal Company or its 
subsidiaries contain an estimated 921 million tons of recoverable coal, 
besides which some income is derived from oil and gas rights. Sales 
potentials are considerably strengthened by long term contracts with a 
number of leading utilities in the Chicago area, including Common- 
wealth Edison Company, Peoples Gas Light and Coke, and Northern 
Indiana Public Service Co. About half of the company’s annual output 
of around 14 million tons now goes to this utility group, the balance being 
sold to railroads, industrial users and dealers in many sections of the 
country, as well as to customers served by the company’s own retail yards. 
A measure of income stability is provided by contracts with the utilities 
that guarantee purchase of a minimum tonnage and fifteen cents per ton 
profit on a cost-plus basis. Growth of the area exploited has stimulated 
a program to increase production by 4.5 million tons annually, at an 
estimated capital outlay of 10 million. Dollar sales for the year ended 
April 30, 1948 were $52.8 million and net earnings were $2.4 million or 
$2.55 per share after allowing for preferred dividends. For six months 
ended October 31, 1948, net earnings of $1.78 per share were reported. 


DIVIDEND ACTION: Drab operating results in the 1933-41 period pre- 
cluded dividends on the common, and despite improved net income in the 
next six years, none were paid until 1948, when dividends totaled 90 cents 
per share. A recapitalization in 1947 cleared up arrears on the preferred 
and paved the way for common dividends. 


MARKET ACTION: Initial transactions on the New York Stock Exchange 


have been at 7% and the 1948 range on the Chicago Stock Exchange 
was high—10, low—634. 


COMPARATIVE BALANCE SHEET ITEMS 








April 30 

1940 1948 Change 
ASSETS (000 omitted) 
Game... . . ; ities USS $ 5,163 +$3,478 
Marketable Securities ...... , . 550 125 - $375 
Receivables, net .............. 2,245 3,314 + 1,069 
RORCONPEIOS: 5065 0iis cessccesesees 1,109 2,630 + 1,521 
TOTAL CURRENT ASSETS.... 5,539 11,232 + 5,693 
Plant and Equipment...... 45,320 44,403 — 917 
Less Depr. & Depl..... ; 18,364 20,482 + 2,118 
Net Property .......... : 26,956 23,921 — 3,035 
Other Assets ..... ‘ ; : 616 7,389 + 6,773 
TOTAL ASSETS . $33,111 $42,542 +$9,431 
LIABILITIES 
Accounts Payable ....... paleczall.Shevicavesccss | See $ 1,890 +$ 3 
Reserve for Taxes............. BEN este ean 166 923 + 757 
Other Current Liabilities..................... : 639 2,517 + 1,878 
TOTAL CURRENT LIABILITIES 2,692 5,330 + 2,638 
ee | Ene ene a 8,802 12,493 + 3,691 
I III, 565.6 co ccen cevaroarcaccntveceavices 139 1,855 + 1,716 
I nes ces Pe Roce cousins tscdokas Ueudixaevescets ee — 1,420 
Capital 19,862 + 500 
MN c2 conc cyc erie cscs sabdveebisccsensasscaee ons 3,002 + 2,306 
MN MONEE vce cssidiostsdesccevarsseseccces $42,542 +$9,431 
WORKING CAPITAL ... és $ 5,902 +$3,055 
GCUGNEE TEA TIO oniin cc cisevessciccveccscccesccosess | ne seer 


JANUARY 


FALSTAFF BREWING CORPORATION 


BUSINESS: Company for many years past has produced “Falstaff” beer, 
now operating three breweries in St. Louis, and one each in Omaha and 
New Orleans. The chief markets served are in 23 mid-western and southern 
states. 


OUTLOOK: The rapid industrial and population growth in the territory 
exploited promises well for Falstaff’s sales potentials, for its product has 
gained widespread popularity as a result of aggressive promotional activi- 
ties and well earned reputation. Bottled or packaged beer accounts for 
about 90% of volume. Growth of the business is shown by an estimated 
1948 output of around 2 million barrels compared with 150,000 barrels 
in 1933. The high level of national income in postwar has pushed sales 
and earnings steadily upward, volume of $22.8 million and net earnings 
of $2.4 million, or $2.68 per share, establishing a new peak in 1947. Partly 
due to the acquisition of Columbia Brewing Company in mid-1948, volume 
trended sharply upward last year, September quarter sales soaring to 
$16 million, while net earnings for 9 months were $3.27 per share, or at 
an annual rate of about $4.75. This good showing also reflects one of the 
most intensive promotional campaigns in the company's history. From the 
appended balance sheet it will be seen that Falstaff Brewing Company 
has a fairly simple capital structure, with 166,830 shares of $16.50 par 
preferred stock and only $2.8 million long term serial notes preceding 
900,338 shares of $1 par common. 


DIVIDEND ACTION: Since 1937 Falstaff Brewing Company has paid divi- 
dends regularly, paying 25 cents per share in the first three quarters of 
1948 and lifting the rate to 37'/2 cents in the final period, for a total of 
$1.12'/, cents in the year. 


MARKET ACTION: Recent price of 24 compares with a 1948 range of 
high—28!/2, low—I5, and establishes a yield of 5.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
te) 1947 






















Change 
ASSETS (000 omitted) 
I eirein isi <veonbmeananornes $ 780 $ 1,716 +$ 936 
Marketable Securities ...... aes 12 at 12 
Receivables, net .............. 432 885 + 453 
PONE coon csncasiserscsokes 359 2,059 + 1,700 
Other Current Assets...... 132 598 + 466 
TOTAL CURRENT ASSETS 1,703 5,270 - 3,567 
Plant and Equipment..... 3,837 10,231 + 6,394 
Less Depreciation ....... 1,338 3,541 + 2,203 
Net Property ............. j 2,499 6,690 + 4,191 
Other Assets .......... ; 481 975 + 494 
TOTAL ASSETS ...... 4,683 12,935 + 8,252 
LIABILITIES 
Notes Payable .......... , aes r 200 -+ 200 
NEI UII oe ogc ccc ancscccrdaseuyeonssves 117 1,062 + 945 
Reserve for TaxGsS...................20... nae 233 879 4a + 646 
Other Current Liabilities....... ad 121 147 os 26 
TOTAL CURRENT LIABILITIES. 417 2,288 + 1,817 
Short Term Debt 600 Pero — 600 
Long Term Debt ever ongactan 55 2,800 + 2,745 
I ov ccenesencch chncenssvacesussnon 284 1,963 + 1,679 
Capital Pe ee 1,237 450 — 787 
I hii cic cnccnndbathniensenssnsschnanonsadustanant 2,036 5,434 + 3,398 
NY BI 6 ios con cincesasceendetaaeosnaces $ 4,683 $12,935 +$8,252 
WORKING CAPITAL isl danel bak guess” ae $ 2,982 +$1,750 
GRIN PRIN cc ccncincsccicccsediccccessoeesce. 3.6 2.3 — 3 


a—After deducting U. S. tax notes of $2,499,348. 
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NOMA ELECTRIC CORPORATION 


BUSINESS: Following 20 years with production centered upon Christmas 
decorative lighting specialties, Noma Electric in 1945 acquired several 
concerns specializing in frozen food cabinets, refrigerators, gas and elec- 
tric ranges, insulated wire and coaxial cables, dolls, plastic toys and auto- 
motive safety lighting products. 


OUTLOOK: A large deferred demand for practically all of the company’s 
products lifted sales spectacularly in postwar, in large measure aided by 
expansion of facilities due to acquisitions, along with product diversifica- 
tion. Currently all divisions are operating profitably, with exception of 
refrigerators that now face highly competitive conditions. Noma Electric's 
extensive diversification was carefully planned to overcome former seasonal 
fluctuations in volume, resulting in better cost control. Volume for the fiscal 
year ended June 30, 1948 reached an all-time peak of $41.9 million and net 
earnings established a new high of $4.39 per share. In the three months 
ended September 30, 1948, volume of $12.8 million showed a slight gain 
over the corresponding 1947 period, but heavier taxes held net to $2.09 
per share compared with $2.14. The outlook for sales stability is enhanced 
by extensive distribution through practically all mail order concerns, chains, 
department and novelty stores in the nation, plus large scale distribution 
by Westinghouse Electric Supply Corporation and General Electric Supply 
Company. Noma's working capital position seems rather tight, with a cur- 
rent ratio of 2.1, accountable by diverse activities and seasonal needs. 
The company has no preferred stock outstanding and only about $3.7 
million of long term debt, thus having leeway for further financing if 
required. 


DIVIDEND ACTION: During the past 20 years, dividends have been 
omitted in only four years, but distribution policies have been on the con- 
servative side. During the calendar year 1948, total dividends of $1.47/ 
per share included an extra of 25 cents and a lift in the quarterly rate to 
37!/, cents late in the year. 


MARKET ACTION: Recent price of 13!/2 is within a fraction of the 1948-49 
low, compared with a high of 18'/. 


COMPARATIVE BALANCE SHEET ITEMS 








Dec. 31 June 30 
1940 1948 Change 

ASSETS (000 omitted) 
| SESS ene. si Seesccesniek $ 221 $ 4,721 +$ 4,500 
Marketable Securities . See etcns vikso 80 echase “= 80 
ISIE yc ckcancivascssnsenonsaienesssarecd 1,254 4,447 + 3,193 
ee Det et, 788 10,771 + 9,983 
TOTAL CURRENT ASSETS sass 2,343 19,939 + 17,596 
Plant and Equipment.............................. R217 7,933 + 7,716 
Less Depreciation ... se Stee Dacictasyeh 66 2,289 + 2,223 
NI 209. Wis sicnecoovantstousecesconapaadonk 151 5,644 + 5,493. 
Other Assets ... spavacvtansecmbiaesons 115 1,780 + 1,665 
TOTAL ASSETS . $2,609 $27,363 +$24,754 
LIABILITIES 
ES $ 5,000 +$ 4,125 
Accounts Payable ................. 351 1,536 + 41,185 
Reserve for Taxes.............. 62 1,646 + 41,584 
Other Current Liabilities : 131 1,493 + 1,362 
TOTAL CURRENT LIABILITIES.................. 1,419 9,675 + 8,256 
Long Term Debt 3,792 + 3,730 
Other Liabilities 107 oe 107 
Reserves yalteabsaisacekensaskcabertes 517 + 517 
SMIIIIES. Ghacaucccbesshabtrcaunsbse 638 af. 416 
IIIS 55s cosh ibeentiadsiens 12,634 + 11,728 
TOTAL LIABILITIES $27,363 +$24,754 
WORKING CAPITAL ............0..0.0.....00000.. $ 924 $10,264 +$ 9,340 
NS CL Leh: P : 2.1 eee 
398 


AMERICAN BROADCASTING COMPANY 


BUSINESS: Company operates one of the four leading networks of stand- 
ard radio, comprising 268 stations, including five directly owned by the 
company. During 1948, television stations in New York, Chicago, Detroit, 
Los Angeles and San Francisco were planned by ABC to come upon the 
air, forming the base for another network. 


OUTLOOK: The prominence gained by American Broadcasting Company 
in the quality of its daytime and night programs, along with the wide 
coverage of its radio chain, has helped to expand the network as well as 
gross income in the past two years. Now that the company is firmly en- 
trenched on television channel 7 for its five telecasting units, the way is 
open for rapid growth in this spectacular new field. As of June, 1948, 12 
independent telecasting stations had already become affiliated with ABC 
and many more should sign up when relay facilities are completed 
throughout the country. Prior to 1948, when the first public offering of ABC 
stock was made, only limited operating data of the company were avail- 
able. Gross income for nine months of 1948, though, was reported as $39 
million, compared with $38.1 million in the same 1947 period. Net earn- 
ings last year were variable from quarter to quarter and for nine months 
declined to 26 cents per share compared with 62 cents in 1947. This un- 
doubtedly reflected rising costs and heavy expenses in connection with the 
establishment of television facilities. To finance this new division, the 
company last year sold $5 million 4% notes due 1960, but overhead ex- 
penses in implementing the new program were necessarily very high. Dur- 
ing 1949, when television revenues begin to accumulate, it is logical to 
assume that ABC net income will improve. Leading advertisers are ex- 
pected to spend record amounts in the current year, and ABC should 
benefit accordingly. 


DIVIDEND ACTION: Since public offering of ABC shares in 1948, no divi- 
dends have been declared and the record when the company was under 
private ownership is not known. 


MARKET ACTION: Recent price of 10 compares with an original offering 
price of 9 last June. The range since then has been high—10!/2, low—6!/,. 


COMPARATIVE BALANCE SHEET ITEMS 











Dec. 31 Mar. 31 

1947 1948 Change 
ASSETS (000 omitted) 
(AER EAN Spa STIS Rec, OE Rr Ce eo $ 2,725 $ 3,224 +$499 
PRE NOE 05 icsensscconcccartesssdaiteriess 3,326 3,256 — 70 
Other Current Assets....... ea Hore — 27 
TOTAL CURRENT ASSETS 6,078 6,480 + 402 
Plant and Equipment....... 2,957 3,163 + 206 
Be II os ceisiscccccescsseccscscsavecese 1,233 1,256 + 23 
PIII 05 5 505 pe cssun ccs bspeccxpnnseknsatevean 1,724 1,907 + 183 
IE cs nc scicasunstabenepiienctinanaimaines 10,099 10,146 + 47 
IID co vsniisss svexcasctsevavsseceosestevanes $17,901 $18,533 +$632 
LIABILITIES 
Accounts Payable & Accruals $ 2,360 $ 2,381 +$ 21 
Reserve for Taxes..................... 1,007 1,095 + 88 
TOTAL CURRENT LIABILITIES 3,367 3,476 + 109 
NR Oo vcencecevtessnsissnscctensdeancives 4,000 C20G 2 8 —sitaiiaas 
PP NID 5.ocecnekccesisccesnsveescasctedvses 331 352 + 21 
Capital 1,189 ae POMPE 
Surplus a 9,014 9,516 + 502 
TOTAL LIABILITIES ... $17,901 $18,533 +$632 
WORKING CAPITAL ...................:ccceeeeeee $ 2,711 $ 3,004 +$293 
MIE ITO oon snes ccs csccccocescseressecsee 1.8 1.9 + .! 
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BROWN & BIGELOW 


BUSINESS: For fifty years past this concern has been a leading factor in 
the production of calendars and is rated as the world’s largest company 
in this field. Product diversification is provided by manufacture of numer- 
ous items such as playing cards, blotters, greeting cards, reproductions 
of fine pictures, pencils and cigarette lighters, and numerous advertising 
novelties. 


OUTLOOK: Business men in every form of enterprise have learned to 
use some type of Brown & Bigelow's “Remembrance Advertising,” due to 
its high quality and moderate cost. How strongly the company has become 
entrenched in its trade is shown by the fact that of about 100 million cal- 
endars in use about a third were produced by this concern. 1947 net sales 
were reported as $34.6 million, 18% higher than in 1946. Volume for nine 
months of 1948 was reported as $26.8 million, an annual rate of close to 
$36 million. The 800 items produced by the company offer a wide range 
of choice and represent a continuous flow of new designs. The outlook for 
1949 is brightened by the prospect of increased promotional activities by 
businesses of every kind. As of October 31, 1948, unfilled orders on the 
books amounted to $7.4 million. Net earnings for nine months ended 
October 31, 1948, were $1.43 per share, but with the best season just 
ahead, the management foresaw a net of around $2.60 per share for 
the fiscal year ending January 31, 1949. High cost of raw materials was a 
factor in lifting inventory values rather high in relation to working capitai, 
so in June 1948 an issue of $5 million 4% debentures due 1963 was sold. 
Outstanding are 18,445 shares of $100 par 6% preferred and 1,263,645 
of $1 par common. 


DIVIDEND ACTION: Brown & Bigelow's record of unbroken dividends goes 
back to 1938, prior to which there is no available information. Quarterly 
dividends of 25 cents per share were paid throughout 1948, following a 
10-1 stock split in December, 1947. 


MARKET ACTION: Recent price—9. The 1948-49 range was high—1I2I/z, 
low—8 54. 


COMPARATIVE BALANCE SHEET ITEMS 


Jan. 31 


Jan. 31 














1941 1948 Change 
ASSETS (000 omitted) 
RIES ied (is otic sapactaantnceeonansiaeaseomecnaisioas $ 908 +$ 200 
Marketable Securities .... uae 30 Lh 30 
Receivables, net ............ ae ae 4,974 + 3,705 
MUNI voc cccusorabaciccvicdescsnsecacataeseoseve 4,476 + 3,574 
Other Current Assets.......................000.... 215 + 215 
TOTAL CURRENT ASSETS 10,603 + 7,724 
Plant and Equipment............... 6,274 + 2,806 
BGR CINE oiscss.cieccsseccesscossesessone 3,032 -b 574 
I dats asus, cascckanepaicnternsadenen’ 3,242 + 2,232 
Other Assets 1,910 + 1,219 
I ND so fads sai svcisidcnpccsvecevecerceeouseis $15,755 +$11,175 
LIABILITIES 
Accounts Payable .................cscccccccssssnses $ 262 $ 3,749 +$ 3,487 
Reserve for Taxes................ 167 1,680 + 15,13 
Other Current Liabilities 131 495 + 364 
TOTAL CURRENT LIABILITIES.................. 560 5,924 + 5,364 
I ID soos cas ccicscccsesccceccecccastsgere! > sevtanes 317 oh 317 
INS a curi pi csv afescasaesvisct cascin ci dowdcasacssaien 27 fa ob 45 
Capital 2,507 3,108 + 601 
Mo occk sc sndcdracdineissiacsessenendacgduberaveets 1486 6,334 + 4,848 
PIE PIRI vce <cksscssocnsciancscessasceie $4,580 $15,755 +$11,175 
WORKING CAPITAL ...................0000ceccee $2,319 $ 4,679 +$ 2,360 
MINNIE, oacsccadicaciienadascevecenaccscaces 5.1 1.8 — 33 
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EASTERN CORPORATION 


BUSINESS: Company's principal business is production of high grade 
writing paper and wrapping paper, although it also sells sulphite pulp to 
outsiders. Control of 386,000 acres of timber land in Maine and Nova 
Scotia, plus pulp and paper mills, a chemical plant and faciilties to pro- 
duce electric power provide a strong base for integrated operations. 


OUTLOOK: About 90% of Eastern Corporation's orders come from long 
established trade connections in the United States, the balance originating 
overseas. Bond papers used for business purposes, such as for ledgers and 
letterheads, continues in exceptionally heavy demand, as is also the case 
with greeting card stocks and fine personal stationery. A few months ago 
the company reported that it was operating at capacity and still accepting 
orders on an allocation basis. For ten years past, sales have tended to 
advance from year to year, reaching a high of $15.5 million at the end 
of 1947. A volume of $13.2 million in nine months of 1948 indicated the 
approach of another peak. Since 1939, net earnnigs have been consistent 
but rather variable, reaching a high of $5.02 per share in 1947. Further 
improvement was established in nine months ended September 30, 1948, 
when net equal to $4.78 per share was reported, an annual rate close to 
$6.30 per share. Comparable earnings for the first three quarters of 1947 
were $3.29 per share. The September 30, 1948 balance sheet reveals 
inventories of $4.7 million, rather high compared with probable annual 
volume of about $16.5 million and total current assets of $6.9 million, 
with cash accounting for only $689,000 of the latter. A current ratio of 
2.9, though, indicates a comfortable position as long as prices remain 
firm. An inventory reserve of $350,000 is carried on the books. 


DIVIDEND ACTION: Eastern Corporation paid initial dividends of 25 cents 
per share in 1943, increasing the annual rate gradually to 80 cents in 
1946 and 1947, then to $1 per share in 1948. 


MARKET ACTION: Recent price—13!/2 compares with a 1948 range of 
high—19'/2, low—13. 


COMPARATIVE BALANCE SHEET ITEMS 

















Dec. 31 Sept. 30 

1940 1948 Change 
ASSETS (000 omitted) 
os ec earausinncks sodabecicedandcectsatece! ae $ 689 —$ 225 
IN TIE se isiccaneccdenncccencanewsessoue 436 1,483 + 1,047 
ID icescenccaticinesissésnss 1,998 4,752 + 2,754 
TOTAL CURRENT ASSETS 3,347 6,924 + 3,577 
Plant and Equipment............................ . 10,353 Not Reported ......... 
Less Depreciation 6,498 NotReported ........ 
Net Property ........... 3,855 7,780 + 3,855 
Other Assets .............. 520 765 + 245 
Te I iia ddceddedsivcdesccacnccesacccntiuccas SP ae $15,469 +$7,747 
LIABILITIES 
Notes Payable .......................... cncaahcevares)| ~ eeeeeees $ 538 +$ 583 
I I ooo vacancvisccicncccsesincccccces 254 649 + 395 
TE WI II io isencecnscsisivccssaccnonccnce 56 912 + 856 
Other Current Liabilities........................ 176 302 ao 126 
TOTAL CURRENT LIABILITIES.................. 486 2,401 + 1,915 
GI RI BI occ keccdcccnccedeccehedentcvasnese Wane) | eeakes — 1,122 
NN IN IE iia vesiasncccncestedspscacatncscccius 1,636 1,241 — 395 
I II 5 55s vcacicdcns caxccesenssaasassves Gee |e See ; — 375 
PII ictcriniisdisistiacdesetescbitbuctwenaieese: ‘enaaiees 350 + 350 
Capital ... suunsdunaneaKeudinde tavaseadade 2,607 3,417 + 810 
PN fis icdesestsicihintciansincieninsicedatabitcdutibinnteuiead 1,496 8,060 + 6,564 
IN BNI  cccacescndcscincanstneseuiaisics $ 7,722 $15,469 +$7,747 
WORKING CAPITAL .........................:.00 $ 2,861 $ 4,523 +$1,662 
I IU a iscsncicitaisonescccasecacdenstecues 6.9 2.9 — 40 
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The Rally 


In the trading between Christ- 
mas and New Year’s Day there 
was a net decline of 12 cents in the 
Dow industrial average, a loss of 
67 cents in the rail average, a gain 
of 35 cents by utilities. This is one 
of the poorest last-week-of-the- 
year performances on record. At 
the closing high for December 
(made December 30) the indus- 
trial average had risen 6.72 points 
from the November 30 closing 
low. The month’s high for rails 
was seen December 13, with the 
average at 54.00, up 2.09 points 
from the November low. The com- 
parable December rally for the 
utility average was 1.25 points. 
These moves are nearly equal in 
percentage, running close to 4% 
in each case. Uncertainty about 
the Administration’s policies was 
a restraining factor. In the politi- 
cal sphere attention will now shift 
from Presidential declarations to 
what Congress may do; and on the 
more controversial matters it will 
be in no hurry. The column opines 
that there is a fair chance for some 
extension of the year-end rally in 
January. 


Growth Stock 


A new building material capable 
of substituting for plaster, paint 
or wallpaper has been developed 
by Minnesota Mining & Manufac- 
turing Company. It will adhere to 
brick, cement, metal, wood or stuc- 
co, and can be used inside or out 
for walls, ceilings, etc. It is made 
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in a wide range of colors. Manu- 
factured by the maker of “Scotch 
Tape,” the material is called 
“Scotch Top,” and is being mar- 
keted now on a small scale in the 
Chicago market. As compared 
with a lath-and-plaster operation, 
sensational economies are indi- 
cated. The record of the company 
makes successful national exploi- 
tation a good bet. It has shown un- 
usual ingenuity in product devel- 
opment, and a strong long-term 
uptrend in sales and earnings. 
Aside from “Scotch Tape” and the 
new building material, the line in- 
cludes coated abrasives, adhesives, 
roofing granules, rubber items, 
gummed papers, reflective mate- 
rials used in highway markers and 
outdoor advertising signs, etc. Be- 
tween 1929 and 1939 net income 
more than tripled. Between 1939 
and 1947 it increased almost an- 
other three-fold. Earnings for 
1948 probably were over $6 a 
share, a new peak. The dividend, 


at $2.40 annual rate, is also at a 
new peak, yet seems secure. The 
stock, listed on the New York 
Stock Exchange, is now around 68. 
The 1948 range was 78-5414. This 
equity has made new highs in each 
of the last six years. On the basis 
of present share capitalization, its 
1929 high was 714, that of 1937 
2114, that of 1946 5614. This col- 
umn believes it is a stock to buy 
and hold, ignoring interim market 
fluctuations. 


Best 


The writer continues to regard 
Best, now selling around 2414 on 
estimated 1948 earnings of about 
$5 a share and a $2 dividend, as 
one of the soundest values in the 
retail group. Both in the large 
Fifth Avenue, New York store and 
the 14 branch stores Best caters 
mainly to customers in the upper- 
middle class, making for relatively 
steady sales. Finances are strong. 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 


PMR UNI | 5c assissesvaviiewesedvesewsssenceusess 
MONE ND 02 5s os anos sn cssodnondenseiesasenivey ee 
SNS | UES ea ee ee eae eer Ee 
US RDRD ELUNE EDE y's 555 cs a0hiccn cyodosee tevaseevavenescnaseas’s 
NI octet oon vitreous becasue 
Firestone Tire & Rubber............................ 
NI IND 5 oon esos cotewcnssosut sees scan stachecocetes 
North American Aviation.......................... 
eRTAOHA UPA Dyas 5 veoh pos ba bobs Se as sp oulctaces ares 
U. S. Smelting & Refining........................ 


1948 1947 
Year Sept. 30 $7.30 $5.32 
9 mos. Nov. 30 4.22 3.57 
Year Oct. 2 7.53 6.49 
Year Nov. 30 10.44 8.97 
9 mos. Nov. 30 1.25 def. .26 
Year Oct. 31 13.84 13.46 
Nov. 30 quar. 1.17 95 
Year Sept. 30 1.97 def. .01 
Oct. 31 quar. 1.69 95 
11 mos. Nov. 30 4.76 4.59 
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Present profit margins appear in 
line with those of reasonably ac- 
tive prewar years. The stock sold 
above its present price in each 
year of the presumably normal 
period 1935-1939, on average earn- 
ings and dividends less than half 
the present figures. The present 
price allows for more shrinkage in 
1949 earnings than is likely. The 
$2 dividend, yielding over 8%, 
should continue. 


Moving 


Small technical reactions are 
apparently all one can expect in 
television stocks until either they 
have gone materially higher or the 
general market weakens enough to 
pull virtually everything down- 
ward. After a brief correction, 
they met with renewed demand in 
the recent trading. The boom in 
television is curious in some re- 
spects. Most manufacturers are 
finding it easy to make money, yet 
it is not a sellers’ market at the 


lurgical on the Curb market. It 
rose from 214 in 1942 to 53 in 
1945. Now it is around 10. The 
highest earnings were $1.37 a 
share, back in 1943, and they were 
probably less than 75 cents last 
year. The highest dividend has 
been 25 cents a year. The stock is 
far from cheap at 10. At 53 it was, 
of course, a_ speculative pipe 
dream. A good rule is not to buy 
stocks on tips. A better one is to 
aim at buying only demonstrable 
values at demonstrably reasonable 
prices—using at least as much 
common sense as you would use in 
buying a house, an automobile or 
anything else that runs into real 
money. 


Depressed 


In comparison with 1946 highs, 
some of the most depressed groups 
in the market include air lines, 
motion pictures, meat packers, 
liquors, soft drinks, drugs, textiles 


as the industry under wartime 
conditions; but had poorer-than- 
average profits in 1945-1946, and 
showed no more than moderate 
improvement in 1947. The stock 
fell from a bull-market high of 74 
—at which it was greatly over- 
valued on earnings and dividends 
—to a low of 2514 in 1948, from 
which it has now recovered to 
about 39. Due to higher cigarette 
prices, earnings for the current 
fiscal year probably will be around 
$5 a share. The dividend is $1.50 
a year and is perhaps subject to 
some increase. Over the longer 
term the company seems unlikely 
to fare better than its larger com- 
petitors. In investment quality the 
best stock in the group is Liggett & 
Myers, followed by R. J. Reynolds 
and American Tobacco, between 
which two there is little to choose. 
The investment status of the whole 
industry has been lowered some- 
what by the greatly increased 
debts incurred in recent years to 


2 ; and apparel, printing and publish- finance large tobacco inventories, 
Q ' retail end. You can get prompt ing, and gold mining. That fact and by the competition of several 
x ' delivery on most sets; and with does not make them cheaply new brands. However, the 1949 
§ ' some shopping around you will priced. This column would say that earnings prospects of all leading 
5 ' find retailers who are willing to none has as much of a chance of companies are among the best in 
1 - shave list prices by 10% to 20%. getting back to its 1946 high with- the whole manufacturing field. 
S Manufacturers’ selling prices will in the foreseeable future as has 
5 average lower in 1949 than in the Dow industrial average. The Stock Dividends 
7 1948. Probably operating margins best drug stocks appear down to a 
- are at or close to their peak, but pretty solid basis of investment Stock splits were numerous in 
7 profits are not. The sales trend is value. It is doubted that the others 1946, as usual in the top year of a 
t so strongly upward, that earnings are subject to anything more than bull market (declined sharply in 
_ will be excellent for another year speculative rallies in 1949. Among number in 1947, and were still 
_ or more, even as set prices move these probably air lines, movies, fewer last year, with about 75 re- 
' gradually downward and margins liquors and soft drinks have been corded. On the other hand, the 
- contract. As an example, Magna- most “sold out.” number of stock dividends in- 
1 ' vox got its television sets rolling creased considerably last year, re- 
1 » in quantity as late as the second Cigarettes flecting the tendency of many 
t ' quarter of this year, yet for the companies to reward stockholders 
S three months ended November 30 Philip Morris has risen more in in a way that did not pull down 
2 the company netted $1,019,182, or recent months than any other cig- cash. The downtrend in the num- 
2 $1.70 a share, on sales of $9,394,- arette stock, but this has only _ ber of splits probably will continue 
1 546—indicating a pre-tax margin partially made up the ground pre- in 1949; and since a decline in 
of nearly 18%. The technical ac- _ viously lost in relation to the cig- capital outlays and some relaxa- 
- tion of this stock, and that of Ad- arette group. The company made_ tion of working-capital problems 
7 miral, Philco, Zenith, DuMont and strong competitive gains between are likely, the number of stock 


Radio Corp., is interesting. All are, 
of course, speculative. 


1933 and 1939; fared about as well 


(Please turn to page 410) 
































Stars of Yesterday DECLINES SHOWN IN RECENT EARNINGS REPORTS 

6 In the movies a glamorous star 1948 1947 

& can rise out of obscurity, ride the Automatic Canteen ..................0................ Year Oct. 2 $1.53 $1.66 

i crest for a time and then become a Ni caan WGN 252 oe ects estes 9 mos. Sept. 30 1.69 2.15 
memory. It’s like that in the stock Columbia Pictures... 0.000.000.0000 13 weeks Sept. 25 def. .15 46 
market, too, in that every bull Cuchi Pech Gh <5<.050<cc..coecccssceccoenesenes . Year Oct. 30 .36 4.32 
market sees some previous obscure Florsheim Shoe Class A"... Year Oct. 31 2.22 3.09 
stocks become sensations, rise out Hygrade Food Producfs...........................6.. Year Oct. 30 1.78 3.41 
of all relation to real values, make National Pressure Cooker.......................... Year Sept. 30 3.80 5.67 
money for some, leave the late 7 
bulls hung up for keeps. Looking Sherwin-Williams, ..............00....0s0.cccceseeseeses Year Aug. 31 7.00 7.08 
down the list casually, one of the Spencer Kellogg & Sons.........................4. 12 weeks Nov. 20 1.23 1.67 
fallen stars of yesterday that Wesson Oil & Snowdrift.......................... . Nov. 27 quar. -87 1.04 
strikes our eye is Fansteel Metal- 

r | JANUARY 15, 1949 401 


eT ey 














The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


on = 


envelope. 


. Give all necessary facts, but be brief. 
. Confine your requests to three listed securities at reasonable intervals. 
- No inquiry will be answered which does not enclose stamped, self-addressed 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





H. L. Green Co., Inc. 

“Please advise on earning trend of 
H. L. Green Co. and expansion pro- 
gram,” D. W., Longmont, Colo. 

H. L. Green Co., Inc. including 
both domestic and Canadian sub- 
sidiaries reported for the first nine 
months of the current fiscal year 
ended October 31, 1948, sales of 
$69,430,391 and net income before 
taxes of $5,431,450. Reserve for 
income taxes were $2,050,300 leav- 
ing net income of $3,381,150, 
equivalent to $2.83 per share. This 
compares with sales of $63,780,- 
228 for the first nine months of 
1947 and net income after taxes of 
$3,254,342, equal to $2.72 per 
share. 

Quarterly earnings have been 
trending upward throughout 1948 
as indicated by earnings of 72 
cents, 96 cents and $1.15 per share 
respectively for the first, second 
and third quarters. It is a normal 
experience in the variety chain 
store business to secure a very 
large volume of sales during the 
fourth quarter, particularly dur- 
ing the month of December, due to 
shopping for the holidays. Conse- 
quently, net income is_ usually 
much larger in the fourth quarter 
than in any other quarter. It is to 
be anticipated that fourth quarter 
net earnings during the year 1948 
will show this customary seasonal 
trend. 

On November 1, 1948 the regu- 
lar quarterly dividend of 50 cents 
a share was distributed to all 
stockholders. Early in January, 
1949 continuing the custom fol- 
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lowed in prior years, the directors 
will hold a special meeting at 
which time consideration will be 
given to the declaration of an ex- 
tra dividend in addition to the 
regular quarterly dividend pay- 
able prior to the close of the com- 
pany’s fiscal year ending January 
31, 1949. 

At the present time, the com- 
pany has nine new stores under 
construction, five of which repre- 
sent entirely new units and four 
of which represent new units 
which will replace smaller owned 
stores being closed. In addition, 
two important store units are in 
process of being completely re- 
modeled and enlarged. These 
eleven construction projects will 
reach completion on various dates 
during the first half of 1949 and 
are expected to have a favorable 
effect upon continued growth of the 
sales and earnings of the company. 


Reynolds Spring Co. 
“Please explain reason for decline in 
earnings of Reynolds Spring Co. and 
furnish working capital figures.” 
R. E., Marion, Ohio 
Reynolds Spring Co. for the fis- 
cal year ended September 30, 1948, 
reported net sales of $11,309,356 
and net income of $196,019, equal 
to 66 cents per share on the out- 
standing common stock. This com- 
pares with net sales of $13,039,068 
for the fiscal year ended Septem- 
ber 30, 1947, and net profits of 
$564,342, equivalent to $1.91 per 
common share. 
The unsatisfactory earnings re- 


sulted from lower sales volume 
and high manufacturing costs, the 
latter due chiefly to excessively 
high labor costs and production 
ceilings imposed at the company’s 
main plant in Jackson, Michigan. 

The company’s program of con- 
solidation of operations initiated 
in 1947 is making steady progress. 
Instituted for the purpose of re- 
ducing manufacturing costs and 
to gain competitive geographical 
advantages with relation to serv- 
ice to customers’ plants where the 
company’s products are used, the 
program is nearing completion. 
Although attainable efficiencies 
have not yet been accomplished, 
results so far are proving the pro- 
gram sound and indications are 
that it will be a major contributor 
to improved future earning poten- 
tialities. 

Current assets on September 30, 
1948 were $3,266,843, and current 
liabilities amounted to $1,732,522, 
leaving net working capital of 
$2,529,321. Net working capital 
on the same date a year ago was 
$1,451,787. Earned surplus on 
September 30, 1948 was $2,374,- 
406. 


Louisville Gas & Electric Co. 
of Kentucky 
“I own 100 shares of Louisville Gas & 
Electric Co. of Ky. common stock. Will 
you please furnish information as to re- 
cent earnings, etc.” 
E. J., Cicero, Illinois 
Operating revenues of Louis- 
ville Gas & Electric Co. (Ken- 
tucky) and subsidiary companies 
for the twelve months ended 
September 30, 1948 amounted to 
$25,625,937, as compared with 
$22,895,979 for the twelve months 
ended September 30, 1947. Net 
operating income, after operating 
expenses, maintenance, taxes, de- 
preciation, etc., was $5,190,985 
for the twelve months ended Sep- 
tember 30, 1948, compared with 
$4,596,533 for the corresponding 
period ended September 30, 1947. 
Net income, after deduction for all 
interest charges, amortization of 
debt discount and expense, amor- 


(Please turn to page 414) 


THE MAGAZINE OF WALL STREET 











Bn 













ely 
10n 


as & 
Will 


o re- 


inois 
uis- 
Cen- 
nies 
ded 


























FETE 


i EE PALLET 


u 
; 


Keening Abreaat of Judustricl 


¢ and Compnany NVewds ° 


Three new turbine-generator power plants, ex- 
pected to be the most powerful and most efficient units 
built in this country, have been ordered from General 
Electric for use by two electric utility companies. The 
first of their type, the units will be ready for delivery 
late this summer after exhaustive factory tests have 
been completed. One of the units will use natural gas, 
the other bunker fuel oil. Both units will convert 
energy from fuel directly into electric power without 
the use of intermédiate means such as boilers and 
condensers. 


Ships driven by atomic energy have moved a step 
closer to reality. Westinghouse Electric Corporation 
has received a contract for the construction of an 
experimental reactor to meet specifications for even- 
tual use for ship propulsion. An atomic power plant 
in a large ship would eliminate thousands of tons of 
weight now represented by boilers, propulsion equip- 
ment and fuel oil. The savings in weight could be 
utilized to strengthen the ships with more armor. 


Chemical production in the United States reached 
an all-time peak last year, according to C. S. Munson, 
chairman of Air Reduction Company. Estimating 
total output at more than three billion dollars, he 
points out that this represents an increase of at least 
ten per cent over the 1947 total, and indicates a 
marked gain in tonnage despite inflationary factors. 
As a result of its continued growth, Mr. Munson con- 
cludes, the chemical industry today is far better pre- 
pared for any emergency than it was on the eve of 
Pearl Harbor. 


Evidence of significant downward price trends in 
many categories of consumer goods has appeared with 
the issuance of the 1949 spring-and-summer general 
catalog of Sears, Roebuck and Co. T. V. Houser, mer- 
chandising vice president, reveals that prices in the 
new catalog on an average are 1.7 per cent lower than 
those in the previous general catalog. He indicates 
that this price reversal is particularly significant in 
view of the fact that the catalog lists almost all types 
of consumer goods except foods and automobiles. 


Eastman Kodak Company has placed into operation 
a new laboratory building, designed to increase sub- 
stantially the production of Eastman synthetic or- 
ganic chemicals and provide excellent working con- 
ditions. Company officials say that this is the first of 
three modern laboratory buildings planned to aid in 
meeting greatly increased demand for its organic 
chemicals. The second unit will be completed this 
year; the third later. 


After six years of research, Du Pont Company has 
developed enamels for some alloys of aluminum, to 
enhance the metal’s durability, utility, and beauty. 
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The new enamel for aluminum is vitreous. It is ex- 
pected to increase the metal’s resistance to corrosion, 
widen its decorative uses, broaden its outdoor useful- 
ness, and provide a whole range of better and more 
useful applications. 


Boeing Airplane Company announces that it has 
been asked by the Air Force to accelerate its C-97 
Stratofreighter production schedules and to increase 
the quantity of C-97s in production from 27 to 50. The 
additional order, in the form of an “authority to pro- 
ceed,” brings to 119 the total number of the double- 
deck Stratocruiser-Stratofreighter type transports 
built or on order. Ten of the Stratofreighters are now 
in service in the U.S. Air Force. Deliveries are about 
to begin on fifty-five Stratocruisers to six domestic 
and foreign airlines. 


The first experimental coils of hot-rolled steel have 
been manufactured successfully by the Geneva Steel 
Company, a subsidiary of the United States Steel 
Corporation. The hot rolled coils, each weighing up to 
13,000 pounds, will be shipped to Columbia Steel Com- 
pany’s cold reduction mill in California for cold rolling 
into tin plates and sheets. The Geneva plant will con- 
tinue to turn out its regular line of products, in addi- 
tion to the new item. 


The commercial aviation industry ended 1948 with 
an improved safety record indicated by fatalities con- 
siderably less than half those in 1947. In the face of 
substantial increases in domestic and international 
freight and passenger business, fatal accidents of 
domestic air passenger carriers last year are indi- 
cated at 1.4 for each 100,000,000-passenger-miles 
flown, compared with 3.2 for the same amount in 1947, 
and 1.2 in 1946. 


Jones & Laughlin Steel Corporation points out that 
its post-war improvement program is the largest in 
its 97-year-old history. It embraces every phase of 
steel production from ore mines through finishing 
mills, involving total expenditures of more than $210,- 
000,000. This amount is equal to two-thirds of the 
company’s gross plant value at the end of the war. 
The major part of the program is expected to be com- 
pleted this year. 


General David Sarnoff, president of the Radio 
Corporation of America, expresses the belief that tele- 
vision is destined to become by 1953 one of the ten 
foremost industries in the country. Already it is two 
years ahead of the dates set by the most optimistic 
forecasts made at the end of the war. He predicts that 
this year will see approximately 2,000,000 television 
receivers produced and that by 1953, 18,000,000 sets 
will be in operation. 
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The BUSINESS 


Amidst all the talk about recessionary trends in business, 
uncertainty about the outlook for business expenditures bulks 
prominently, and rightly so, becouse business spending has 
« been one of the most impor- 
= tant props of the postwar 
BUSINESS ACTIVITY|] | boom. The fear of course is 

PER CAPITA BASIS || | that Government policies in 

MW. S. INDEX =——=J] | the coming year will weaken 

x the will and ability of busi- 

<i ness to make capital expen- 
ditures. 

7 However that may be, a 

190 recent survey of the Depart- 
ment of Commerce and the 
e SEC, which in the past 
proved a highly reliable in- 






































180 — dicator, places total busi- 
ness outlays for the first 

= YEAR quarter of 1949 at $4.3 bil- 

170 J aco lion, a drop from the $5 bil- 
lion spent during the fourth 

quarter (as would be ex- 

Two pected because of the sea- 

160 — wens sonal factor), but an increase 


of $220 million or 5% over 
the first quarter of 1948. $4.3 
billion is a tidy sum and cer- 
tainly gets the year off to a 
good start; if sustained, it 
would mean an annual rate 
of better than $16 billion, as 
good as in 1947. Should 
business outlays falter, as 
they well may during the sec- 
ond half of the year, con- 
struction activities of state 
and local governments may 
easily take up the slack. 
Business may find itself on 
the defensive before the Ad- 
ministration and the Con- 
gress but this column doubts 
whether it will readily give 
up expansion plans on the 
desirability of which it is 
sold. It's not likely to crawl 
into the dog house and sulk! 
Eventually, of course, busi- 
ness spending is bound to 
decline since expansion can- 
not continue forever. It will 
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be a gradual decline, nothing abrupt, and 1949 as a whole 
should still stand out as a fairly good year. 

It would seem appropriate, too, to deflate some of the fears 
that some people attach to the return to a buyers’ market. 
Naturally business prefers a sellers’ market with its easy sales 
and lush profits but a change to buyers’ markets is inevitable 
and salutary. While it will provide a test for weaker enter- 

rises, it also promotes greater efficiency all around, to the 
Peneft of the economy as a whole and the hard pressed con- 
sumer in particular. Without it, there can be no return to normal 
business conditions, no drop in the inflationary fever curve, no 
prospect of a better balanced economy so essential to long 
range stability. To be sure, it implies adjustments that may be 
temporarily upsetting but this is a small price to pay for eco- 
nomic equilibrium especially if adjustments can take place 
while the supporting factors are as strong as they are. Buyers’ 
markets will force costs down, the very thing we need, and 
doubtless there is considerable leeway in this direction despite 
complaints of high break-even points. The latter have a way 
of yielding if and when the need arises. 


State of the Union 


Though critical of many of the views and proposals ex- 
pressed, the business community by and large reacted calmly 
to the President's State of the Union message which was con- 
sidered more or less in line with expectations. The general 
attitude is: “The President has spoken. Now let's wait and see 
what Congress will do.” Congress, it is thought, will balk at 
many of the President’s demands. 

Some feel that the President has gone too far in emphasiz- 
ing the need to fight inflation which is no longer considered 
the big problem today. Many think that in a surprisingly short 
time, the need for anti-inflation action will be a thing of the 
past. The trend certainly points in this direction. However, 
though ostensibly anti-inflationary, the message makes it clear 
that the Administration will fight any signs of a business reces- 
sion by relying heavily on increased Government intervention. 
Not all of the ideas that point this way are as revolutionary 
as the suggestion to have the Government take over plant 
expansion (as in steel) even in peacetime, which if actually 
undertaken would be an important entering wedge for the 
nationalization of industry. In the aggregate, however, they 
add up to an impressive boost for the Government's future 
role in business. 

As pointed out elsewhere, the expand-or-else threat held 
out to the steel industry is unwarranted in the light of prospec- 
tive demand-supply conditions and nothing is likely to come 
out of it. By the time the suggested study of the adequacy of 
the steel supply is completed, there will be ample steel for 
every purpose. The steel industry's own expansion program 
has seen to that, and that expansion is still going on. 
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MONEY AND CREDIT—Common stocks slipped back a little 
during the fortnight ended Dec. 31, with investment securities 
in better demand than more speculative issues. The M. W. S. 
312 stock average closed down 7.6% on the year, with our 
100 Low Stock average at the lowest level since the week 
ended June 17, 1947. On the other hand, better grade pre- 
ferred stocks and corporate bonds, along with U. S. and for- 
eign dollar bonds, continued to move upward. Authorities at 
the New York University think that the Government bond sup- 
port program will be maintained; but that Congress will be 
el authorize a dual reserve account system to prevent 
open market purchases from adding to member bank reserves. 
These authorities point out that the support program could not 
bog down through any shortage of short term securities; since 
the F. R. B. could avert this at any time by exchanging its hold- 
ings of long term bonds for bills or certificates. 


TRADE—During the week ended Dec. 25, Department Store 
Sales managed to top last year for the first time in ten weeks. 
For calendar year 1948 they were up 5%, in dollar total, though 
off a little in unit volume. All retail store sales in November 
were 1°, under the like month of 1947. 


INDUSTRY—Business Activity in the week ended Dec. 25 
was 1.4% above the corresponding week of 1947; though 
slightly smaller than a year earlier on a per capita basis. Indi- 
cations are becoming clearer that 1949 will witness some de- 
cline in business volume, employment and profits. 


COMMODITIES—Farm products prices rose moderately in the 
closing fortnight of 1948. 





As The New Year opens, even Washington officialdom, 
which is cOmmitted to inflation controls, is beginning to con- 
cede guardedly that 1949 may not be quite so prosperous as 
1948. It is even possible that the inflationary potential of a 
fourth round of wage increases may not suffice to overcome 
deflationary forces now at work. 

* * > 


If it turns out that way, and profits are further squeezed by 
a boost in taxes, then labor leaders will see their two pro- 
claimed wishes fulfilled; also the consequences. Perhaps then 
they might discern truth in the economic axiom that Profits 
and Employment travel arm in arm, and that high prices and 
full employment are preferable to low prices and widespread 
unemployment. 

* * * 

Sales by all the nation’s retail stores in November were 1°, 
below the like month of 1947. On the other hand, Department 
Store Sales in the week ended Dec. 25 managed to top the 
previous year for the first time in ten weeks. The reason for this 
seeming improvement is that the corresponding week of 1947 
included two more post-Christmas shopping days when busi- 
ness always nosedives. Sales for calendar 1948 were 5%, 
ahead of the previous year in dollar total. 

* * * 


Despite greater employment at higher wages, sales of 
Shoes last year ran a little behind the 1947 total. Some manu- 
facturers blame high prices; others say shoes last longer. The 
latter explanation certainly does account for the sales slump 
in women’s rayon hosiery of recent months. Nylons do cost 
more, but give much better wear. Slump in demand for cotton 
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goods, however, is largely due to shrinking exports as European 


mills get back on their feet. 
x  * * 


Decline in construction of new dwellings, with consequent 
drop in furniture sales accounts for a slump in demand for 
Lumber, with slipping wholesale prices. West Coast mills re- 
port that inventories are 81°, above a year ago, with unfilled 
orders off 38%. 


* * * 
New permanent, non-farm Dwelling Units started in No- 
vember were 18°, under the like month of 1947, compared 


with a 10% increase for the first 11 months. 
. * * 


While Business Activity continued to expand slowly dur- 
ing the fortnight ended Dec. 25, the margin of increase over 
last year narrowed to 1.4%, with the per capita volume of pro- 


duction again falling to a little under the previous year. 
. * ¢ 


Of greater long range import is a report recently released 
by the Commerce Department disclosing that New Orders 
placed with manufacturers of machinery and other steel prod- 
ucts during October were smaller than a year ago for the first 
month since May, 1946, thereby causing new orders for all 
types of manufactured goods to fall fractionally under the pre- 
vious year. In the past this has always been the forerunner of 


a business recession. 
x * * 


(Please turn to the following page) 
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Essential Statistics 
Latest Previous Pre- 
Wk.or Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month = Month Ago —_ Harbor 
MILITARY EXPENDITURES—$b (e) Nov. 1.16 1.08 1.04 1.55 (Continued from page 405) 
Cumulative from mid-1940..... | Nov. 374.8 373.6 361.7 13.8 
Should this storm warning prove to be 
FEDERAL GROSS DEBT—$b Dec. 29 252.4 252.3 256.7 55.2 more reliable than some modern weather 
MONEY SUPPLY—$b a forecasts, we are inclined to believe that 
Soeiiell Daginincdt Centon. | Bec 22 419-483 48.921 a hone Nera 
Currency in Circulation.___. - Dec. 29 28.3 28.6 28.9 10.7 | 1945-6. The next eaneiien wean” a 
BANK DEBITS—13-Week Avge. comes, will spring from overproduction of | | 
New York City—$b. __ | Dec. 22 8.83 8.82 848 4.26 | both consumer and capital goods for which 
93 Other Centers—$b....._.._... | Dee. 22 13.29 13.23. —«12.68 7.60 | a huge deferred demand had accumulated 
during the war years. 
PERSONAL INCOMES—$b (cd3) Oct. 218 217 202 102 La 
Salaries and Wages. Oct. 139 139 126 66 . ° " 5 
Proprietors’ Incomes ..... ee Oct. 51 50 48 23 < : 
Interest and Dividends Oct. 18 17 16 10 A number of eaeaes oe saeco 
Transfer Payments —....-..._ | Ot. 10 i 12 3 goods lines in which Capacity to Produce 
(INCOME FROM AGRICULTURE) Oct. 25 25 22 10 has already far exceeded normal demand 
: has been cited here in previous issues; but 
CIVILIAN EMPLOYMENT—m (cb) Nov. 57.9 60.1 58.6 51.8 now we begin to hear it about the capital 
Agricultural Employment (cb)... ew: 8.0 8.6 8.0 8.8 | goods section of our economy. 
Employees, Manufacturing (Ib)... | Oct. 16.6 16.7 16.2 13.8 * ‘ * 
Employees, Government (Ib)... | Oct. 5.8 5.8 5.4 4.6 
Pm {) 8 8§=—| Nov. 1.8 1.6 1.6 3.8 Order for Motor Buses, for example, 
FACTORY EMPLOYMENT (1b4) dies “9 144 1“. as have slumped so badly in recent months 
ite ele ma that most producers have either slowed or 
tanta oe Oa ct. 189 188 185 175 : : : 
able Meekkec- dee 43 ‘- 141 123 stopped their eeny lines. Production | | 
FACTORY PAYROLLS (1b4) Oct. a pies na - capacity in this industry has been expanded | | 
cl ciechainns el 7 to around 25,000 buses yearly against a} | 
FACTORY HOURS & WAGES (1b) normal replacement demand of only about 
I I tc, 40.0 39.8 40.6 40.3 7,500. In 1947, deferred demand lifted out- 
Hourly Wage (cents) | Oc. 136.3 136.2 125.8 78.1 put to an all-time high of 17,500. Last year 
Weekly Wage ($) on..c.:.0.0.00-wmenn | Od. 54.64 54.18 51.05 32.79 | it did not exceed 12,000. 
PRICES—Wholesale (1b2) | Dec. 28 163.5 163.8 = 164.5 92.5 : ="? : 
vactnodhsi ti Sn ae OF | ea again, though a record 5 million of | | 
COST OF LIVING (1b3) Oct. 173.6 1745 1638 110.2 | Refrigerators were produced last year, 
OS Te eae Oct. 211.5 215.2 201.6 113.1 | it is believed in the trade that demand will 
| Pere atemtirenene ee) oS 201.6 201.0 189.0 113.8 | settle down eventually to around 3!/, mil- ; 
EE TR ee eee, 118.7 1185 1149 107. | lion annually. As present production ca- 4 
: = | pacity is about 7 million, intensified com- : 
RETAIL TRADE—$b | | petition may be expected. ; 
Retail Store Sales (cd)... | Nev. 11.01 11.55 :10.67 4.72 | : 
Durable Goods 2 eeececnnnnnnee | Nov. 3.07 3.23 2.77 1.14 a: - - b 
D se en ae 8.32 “— agen New Trade Concerns Started during 
ep't Store Sales (mrb).... 3 0.97 0.93 0.98 0.49 Stuer i 
Retail Sales Credit, End Mo. 'rb2).. | Nov re os ne oa the three years, 1945-7, laid out $2.5 billion 
ea pa es ee on new plant and equipment, $1.2 billion 
MANUFACTURERS’ for used plant and equipment, $1.7 billion 
f ~=New Orders (cd2)—Total.... Oc. 254 265 255 18! to acquire inventories, and $0.6 billion for 
Durable Goods... | Oct. 282 303 291 221 working capital—a total capital investment t 
Non-Durable Goods | Oct. 236 242 234 157 of $7 billion. There were 660,000 of these 
Shipments (cd2)—Total ...... | Oct. 355 367 328 187 new firms—590,000 retailers who invested 
Durable Goods... | Oct. 396 404 348 227 initially $5.6 billion, and 70,000 wholesalers 
Non-Durable Goods... | Oct. 332 346 316 158 who invested $1.4 billion. The largest source 4 
poerenceio’ | ___—— | of their funds was the personal savings of : 
BUSINESS INVENTORIES, End. Mo. | the romoters, who put up $4.4 billion— q 
Total—$b (cd) Oct. 544 53.7 47.8 28.9 wisiy two-thirds of the total invested. 
Manufacturers’ eee. | Oct. 30.8 30.7 27.4 16.7 
“UL SS em | oF 8.4 8.3 7.3 4.1 = - * 
D nee = a ie 1 ne After 1948, predicts the Commerce De- 
ept. Store Stocks (mrb) _..... | Oct. 2.5 2.4 2.2 1.4 Sabin ecard . 
; a; partment, there isn’t likely to be much if 
BUSINESS ACTIVITY —1—pc | Dec. 25 167.8 167.0 168.2 141.8 | any increase in the number of businesses. 
i Mckee. | eee 191.3 190.6 =-'188.7 146.5 _—| If so, the loss of this source of Capital Ex- 
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Date Month Month Ago —_ Harbor 
INDUSTRIAL PROD.—1—np (rb) Nov. 194 195 192 174 penditures will of itself bring a reduction 
Mining | Nov. 160 158 155 = in the total put out by new and established 
be Durable Goods Mfr... | New. 229 230 224 220 concerns, thereby dampening the prospects 
her Non-Durable Goods Mfr... ST en AIS 5 15! | that 1949 will prove to be as prosperous as 
hat CARLOADINGS—t—Total Dec. 25 609 754 599 833 1948. 
or- Manufactures & Miscellaneous Dec. 25 297 308 292 379 * * 7 
| of — asi. caaeeeememamae Ey z 7: But it is this sort of Private Enterprise, 
a <2 Ras Sei aa —_—- _ : — | under which promoters are willing and per- 
Of | [| ELEC. POWER Output (Kw.H.)m Dec. 25 5,550 5,790 = 4,829 3,267 mitted to assume risks on their own initiative 
cn] El tencenentinys ————| Dea. 28 a5 113 84 108 | that has given the United States the high- 
ed] Cumulative from Jan. |... | Dee. 25 578 569 612 446 est standard of living to be found in any 
Stocks, End. Mo Nov. 69.0 68.7 505 61.8 — in the world. Merely to drive this 
A. +8 |°....- . | ——-——= | point home, we cite a recent study by the 
4 Crude Output, Daily... ; Dec. 25 5.6 5.6 5.3 4.1 Commerce Department which shows that 
ner iin ae Tor 100 98 91 86 only 11 work-hours are required here to earn 
ce Fuel Oil Stocks... | Dee. 2 8% 8 87 ~~ 82 94 | enough to pay for a pair of shoes. In no 
ind Heating Oil Stocks... Dec. 25 79 sl. 50 55 other country can they be obtained so 
Sut memrmaias eas -—— | easily. At the other extreme appears Rus- 
“eer LUMBER, Prod. (bd. ft.) m Dec. 25 450 422 302 632 sia, with its dictated economy, where one 
: Stocks, End Mo. (bd. ft.) b Oct. 7.2 6.9 6.0 12.6 _| has to labor 128 hours for a pair, or twelve 
|_| STEEL INGOT PROD. (st.) m Nov. 126 799 7.24 6,96 | times as long. 
Cumulative from Jan. t... Nov. 80.7. 72.9 77.5 74.7 
a * : . 
le, ENGINEERING CONSTRUCTION eupsatia ° ° 
ths AWARDS—$m (en) Dec. 30 78 173 54 94 | The incipient let-down in business has 
a Cumulative from Jan. boo. | Dee. 30 7,219 7,141 5,755 5,692 now become so widespread that about the 
ca | aaa only tight spots remaining are in steel and 
ed . Paperboard, New Orders (st)t. Dec. 25 139 155 114 165 — Motets. Even a hn poorer ap 
a Zi U.S. Newsprint Consumption (st)t.... | Nov. 476 499 451 352 — et prices are $ Bai hata sap ws, l ” 
out Do., Stocks (mpt), End Month... | Nov. 485 514 527 523 tightest supply-demand situation is in Zinc, 
ut- Pneumatic Casings Production—m Oct. 6.7 6.9 8.9 4.0 stocks of which have dropped to the lowest 
ve Natural Rubber Consumption (It). | Oct. 497 52.1 57.3 543 | levels since 1940-1, reflecting heavy ear- 
Do., Synthetic Oct. 38.3 39.2 45.7 0.5 | marking for the Government's stockpile. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I00). cd3—Commerce Dept., 
































i seasonally adjusted monthly totals at annual rate, before taxes. cdlb—Commerce Dept. (1935-9—I!00), using Labor Bureau and other 
of : Data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
i : (1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m-—Millions. mpt—At Mills, Publishers, 
ee i and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
- j Per Capita Basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
lil i 
a- ; _ THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
- } No. of ————_ 1948 Indexes ————_—— (Nov. 14, 1936, Cl—100) High Low Dec. 24 Dec. 31 

Issues (1925 Close—100) High Low Dec. 24 Dec. 31 100 HIGH PRICED STOCKS 91.84 75.27 79.24 78.59 
312 COMBINED AVERAGE 151.9 119.0 123.7 121.2 100 LOW PRICED STOCKS... 182.86 134.93 139.56 134.930 

: 4 Agricultural Implements _.... 240.1 178.8 194.0 193.4 6 Investment Trusts 71.6 50.0 56.4 56.0 
ng . 11 Aircraft (1927 Cl—i00)_... 193.5 134.3 155.1 149.9 3 Liquor (1927 Cl—100) 843.5 637.7 695.4 677.4 
on f 6 Air Lines (1934 Cl—100)_... 515.6 363.0 387.3 366.1 9 Machinery _. 179.5 128.4 132.6 129.4 

6 Amusement . ates 106.8 73.0 77.6 75.7 3 Mail Order . wa. VES 89.8 97.5 93.1 
on 13 Automobile Accessories ....... 224.1 171.1 180.2 177.9 3 Meat Packing ... 112.7 73.0 73.0c 73.4 
on 12 Automobiles _. ge MD 26.6 27.9 26.6d 13 Metals, non-Ferrous 189.1 138.0 151.2 147.5 
‘or 3 Baking (1926 Cl—1I00)..... 21.9 16.4 18.4 18.4 4 Roper... 48.7 34.1 36.1 35.6 
nt 3 Business Machines ......... 297.1 231.6 231.6c¢ 234.6 25 Petscleut: 301.0 199.5 241.7 239.7 
2 Bus Lines (1926 Cl—I00).... 168.4 122.0 124.8 122.0a 19 Public Utilities 0 124.9 97.8 102.6 102.4 
se 5 Chemicals __. wu 267.1 218.0 = 226.8 =. 224.4 5 Radio (1927 Cl.—100) 30.6 17.8 25.7 25.6 
ad 2 Coal Mining . 26.9 14.7 18.7 17.6 8 Railroad Equipment ... 67.2 46.1 48.3 46.5 
TS 4 Communication . ae 56.1 35.2 36.8 35.2 24 Railroads 30.3 20.5 23.1 22.3 
ce 13 Construction ...... Eales 71.5 55.9 57.6 56.7 ae ei ee ~ mel 21.1 23.3 22.6 

f 7 Containers ......... .. 346.0 263.5 272.2 264.8 2 Shipbuilding 150.8 107.8 132.4 130.9 
° 9 Copper & Brass. 119.1 91.7 93.4 91.74 3s Somos . 516.5 298.2 304.7 298.2¢ 
= 2 Dairy Products .... 60.2 50.7 54.7 53.7 14 Steel & Iron... , 127.0 96.2 103.0 99.5 

5 Department Stores a 71.9 53.5 55.0 53.5¢ Se ae ie aes 54.7 44.7 45.4 44.7d 
6 Drugs & Toilet Articles... 184.4 140.2 142.2 141.6 2 Sulphur _.. : <=, 2049 206.6 256.1 250.9 
2 Finance Companies .......... 268.3 199.4 250.7 248.6 LCT Oia .. 170.4 118.9 130.2 128.0 
7 Food Brands _ 177.6 147.8 149.9 148.8 3 Tires & Rubber... 34.5 27.5 29.7 29.8 
“a 2 POCO Stores GES 57.9 60.2 58.5 6 Tobacco: eer | 62.4 68.0 67.1 

if S humic 88.3 66.5 66.9 68.0 2 Variety Stores 327.8 286.9 312.8 316.5 
: 3 Gola Mining 2 FI 515.1 599.7 566.3 17 Unclassified (1947 Cl—I00) 109.8 89.1 91.4 89.14 
'S. = 
(= New LOW since: a—1947; c—1945; d—1944; e—1943; f—1942. 
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Trend of Commodities 





Farm products prices advanced a little during the closing 
fortnight of 1948; but sold off sharply, along with common 
stock prices, on the first trading day of the New Year. For the 
first time in nearly five years, the Labor Bureau's weekly index 
of wholesale commodity prices in the last week of 1948 dipped 
below the year-earlier ies et this index is still only 4°), be- 
low its post-war peak i ob last August. The Labor Bureau's 
daily index of average prices received for 7 leading farm 
products (please see table below) as of Jan. 3, 1949, was about 
26°/, lower than for the corresponding date last year; but 18 
leading industrial products at wholesale were oll cay 2.4%. 
Average prices received by farmers as of mid-December were 
the lowest since February, 1947, and 13% below the record 
high received in January, 1948. Prices paid by farmers in mid- 
December averaged virtually the same as a month earlier, 


showing that the purchasing power of a farmer's dollar is shrink- 
ing. But the farmer can now produce more from his acreage 
than 18 years ago, thanks mainly to better seed and more fer- 
tilizer. Per-acre yield of cotton last year was 311 pounds, com- 
pared with only 147 pounds in 1939. Meanwhile the corn har- 
vest rose from 20 bushels per acre to 42. This helps to explain 
why corn growers are now getting only 77%, of parity for their 
grain, against 151% a year ago, and why more corn had 
been placed under Government loans as early as Dec. 1 than 
in any full crop year since 1942. Wool is an outstanding ex- 
ample of the opposite trend. Last year, only 4 of every 10 
pounds of wool going into U. S. apparel came from U. S. 
sheep. In pre-war 1939 the proportion was twice as large. It 
has been more profitable to sell lamb than fleece. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
Jan.3 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities .......... 294.9 296.7 304.2 304.6 328.1 348.6 156.9 
11 Imported Commodities... 270.6 269.5 274.4 279.9 287.5 298.5 157.5 
7 Domestic Commodities... 311.7 315.7 325.2 322.4 357.4 385.4 156.6 
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SEPT. OCT. Nov. DEC. 





170 








160 


Rien 


150 


MAGAZINE OF 
WALL STREET INDEX 





























14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 
High _...... 162.2 164.0 95.8 92.9 85.7 78.3 65.8 93.8 
SS ane teens 149.2 1264 93.6 89.3 74.3 61.6 57.5 64.7 





Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Jan.3 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture........ 308.7 311.5 320.9 321.1 383.4 415.8 163.9 
12 Foodstuffs 0 ccesennee 324.5 329.8 341.9 352.1 420.1 448.6 169.2 
16 Raw Industrials ................ 279.9 278.8 280.2 276.4 274.6 286.7 148.2 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 1939 1938 1937 
High . 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Eo aaa ese 139.83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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Report on a 
Significant Year 


Nineteen hundred forty-eight was a year of signifi- 
cant progress for The Pure Oil Company. It wasa 
year in which the company’s exploration, produc- 
tion, refining, transportation and marketing ac- 
tivities all moved steadily forward. It was a year 
of substantial expansion and modernization, 
financed from earnings. It was a year that saw 
these important events take place to meet increas- 
ing current demands and build for the future... 


Drilling operations in Wyoming were rewarded 
with a number of producing wells in the new 
Worland Field. And, near Casper, Wyoming, the 
company brought in the deepest producing well 
in the world—West Poison Spider No. 1—14,309 
feet deep! 


Miles offshore in the 
Gulf of Mexico the com- 
pany started operations 
that call for drilling below 
the floor of the Gulf—an 
area that industry experts 
declare has a big potential. 


Meanwhile, Pure Oil was pioneering the opening 
of the successful new Dollarhide Field in West 
Texas, which makes an important addition to the 
company’s reserves. 


x * * 


In the refining division, a substantial portion of 
the company’s construction program was com- 
pleted during the year. A new continuous coking 
unit was built and put into operation at Pure Oil’s 
Toledo (Ohio) Refinery. At the company’s refinery 
in Newark, Ohio, a brand-new catalytic cracking 
unit went “on stream.” 








At Beaumont, Texas, work moved forward on a 
new multimillion-dollar oil and grease plant. And, 
at Crystal Lake, Illinois, ground was broken for a 
great new Pure Oil research and development 
laboratory. When finished, it will be one of the 
most modern and complete research centers in 
the industry. 


Meanwhile, progress was made toward assuring 
even greater security for Pure Oil employees. A 
new and liberal plan (effective January 1, 1949) 
provides for the company to pay the cost for em- 
ployees’ surgical, medical and hospital insurance. 
This plan, plus Pure’s Group Life Insurance 
(23 years old) and Pure’s insured Retirement Plan 
(13 years old), helps to attract—and hold—the 
kind of dependable workers it takes to meet the 
huge demand for petroleum products. 


Yes, 1948 was a significant year... a year that 
will afford firm footing for further growth and 
progress in the years to come. 


THE PURE OTL COMPANY 








JANUARY 15, 1949 


409 











Re-appraisal of New Factors 
In The Rail Picture 





(Continued from page 388) 


that severely. Something of the 
sort appears to be beginning to be 
felt on the railroad share market 
where lately there has been com- 
mendable price resistance in oth- 
erwise soft markets. As it may 
turn out, the rails may have dis- 
counted most of the troubles and 
uncertainties that currently besets 
them. 

Meantime, despite the growing 
emphasis on higher costs, the rail- 
road industry is estimated to have 
used some $1,250,000,000 for 
capital improvements in 1948 as 
against $847,237,000 in the pre- 
ceding year, with capital expendi- 
tures for the first quarter of 1949 
forecast at $363,534,000, almost 
40% more than was spent in the 
initial three months of 1948. The 
great bulk of all such capital out- 
lays continued to be concentrated 
in new rolling stock, still in poor 
supply because of production lags 
caused by steel shortages. 





For Profit and Income 





(Continued from page 401) 


dividends may also be smaller, For 
investors more interested in long- 
term gain than in current cash 
dividends, a consistent stock divi- 
dend policy in the case of a grow- 
ing company has much merit. For 
instance, had you bought 100 
shares of Sun Oil at the top 1929 
price of 863%, your commitment 
would have been about $8,613. As 
a result of recurrent stock divi- 
dends you would now have about 
243 shares, worth approximately 
$14,580 at current price of 60. Had 
you bought the stock at any bear- 
market price, you would, of course, 
have fared better than this. For 
this type of investment Dow 
Chemical is one of the best issues, 
since the management looks for- 
ward to years of growth and 
adopted a stock-dividend policy 
recently. 


Acting Well 


Stocks recently showing good 
relative market action include 
American Home Products, Joy 
Manufacturing, Federated De- 
partment Stores, Standard Oil of 
California, Central Foundry, Cin- 
cinnati Gas & Electric, Commer- 
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cial Credit, CIT Financial, Inland 
Steel, Sperry, Philco, Magnavox 
Radio Corp., Dow Chemical, Inter- 
national Business Machines. 





How U.S. Rubber Differs 
from Goodrich 





(Continued from page 391) 


of the new “cold” rubber. War- 
time research has already im- 
proved numerous non-tire rubber 
products to a point where they 
compete seriously with other ma- 
terials, including some metals and 
many fabrics. The vista now un- 
folded by the advent of cold rub- 
ber has further raised the hope 
of its producers that their long 
term operations may become more 
stable than formerly. 


Shareholders in either U. S. 
Rubber Company or B. F. Good- 
rich need have no anxiety over 
their financial status. Back in 
1928, U. S. Rubber Company suf- 
fered badly from a _ top-heavy 
debt and over-expansion. After 
the du Pont interests entered the 
picture at that time, lean times 
and the burden of debt retirement 
caused spotty earnings through 
all of the 1930’s and no common 
dividends were paid. Although 
U. S. Rubber has now once more 
shouldered long term debts close 
to $100 million, the interest rates 
they carry are very low and their 
incurrence is fully justified by 
changing conditions in the indus- 
try. Net working capital has 
risen to record proportions of 
$170 million and current assets 
exceed current liabilities by a 
margin of 3.1 to 1. Cash and 
securities alone of $63.2 million 
comprise 25.2% of current assets 
and represent 75% of current 
liabilities. 

Turning to B. F. Goodrich 
Company, a current ratio of 5 to 
1 indicates a more satisfactory 
relationship of current assets to 
current debts. Net working cap- 
ital of almost $141 million is 
quite as ample as that of its com- 
petitor, considering variations in 
the business turnover. Goodrich’s 
$43 million first mortgage bonds 
outstanding carry an_ interest 
rate of only 234%, and sinking 
fund provisions provide for re- 
tirement of $1.7 million annually. 
In this latter respect, U. S. Rub- 
ber has a slight advantage at the 
start with bond retirements of 
$1.5 million starting in 1953, but 
increasing to $4.5 million by 1957 


and thereafter. 


As regards inventories, $98.5 
million carried by Goodrich repre- 
sent about 24% of annual sales, 
while U. S. Rubber’s inventories 
at a date six months earlier es- 
tablished a comparable figure of 
21%. In either case no evidence 
of poorly balanced inventories 
exists. Goodrich, however, has ac- 
cumulated liberal contingency re- 
serves of $26 million compared 
with $8 million by U. S. Rubber 
Company. 

Looking ahead into 1949, lead- 
ing managements in the rubber 
industry indicate optimism over 
the outlook. For three years past, 
domestic rubber consumption has 
topped one million tons and all 
signs point to another year with 
consumption close to this level. 
Historically, rubber usage has 
just about doubled every ten 
years, so that while current fig- 
ures may seem abnormally high 
compared with an average under 
500,000 tons in the prewar dec- 
ade, in reality they probably are 
in line with the secular trend. 
True, the downtrend in produc- 
tion of replacement tires may 
continue in 1949, but of only 
moderate extent, and sales of 
original equipment seem likely to 
expand. The rubber industry now 
produces more than 40,000 non- 
tire items with a rubber base, 
with demand increasing steadily 
for latex foam products, rubber 
footwear, sundries and hard rub- 
ber goods. Most important is that 
at long last the industry has 
emerged into a new era, with an 
ample supply of synthetic rubber 
at its command, and this mate- 
rial ‘compares favorably as_ to 
both cost and quality with the 
natural rubber that has to be im- 
ported from foreign sources. Most 
important it tends to minimize if 
not obviate the danger of heavy 
inventory losses which frequently 
occurred in the past. 


How They Stack Up 


On balance, the evidence rather 
well supports the somewhat 
higher appraisal values accorded 
B. F. Goodrich shares compared 
with those of U. S. Rubber. A re- 
cent price of 58 for Goodrich 
establishes a yield of 9.5% and 
a price-earnings ratio of 4.3. In 
contrast, U. S. Rubber shares at 
39 provide a yield of 12.8% and 
a price-earnings ratio of 4.6. Cur- 
rently the latter shares are only 
about a point above their 1948 
low, while Goodrich shares are 
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It’s no different 
with us— 


The “High Cost of Living” hits 
a steel company, too 


Some people get the idea in a period of high prices that it’s only 
their own living expenses that are greatly increased. 


Businesses, they think, aren’t affected—and all that happens to a 
company, like National Steel, is that it is more prosperous. 


Well that’s, of course, not true. 
We, and all other steel makers, have high-cost-of-living problems. 


For example—it costs about $16,300,000 today to build a blast 
furnace and auxiliary facilities that would have cost only $6,000,- 
000 in 1939. 


Buildings to house steel-making machinery cost double what 
they did ten years ago and most of the machinery costs three 
times as much. 


Moreover, what we used to get for $1.00 now takes the following 
amounts: 


Repairs and Maintenance.............++.: $1.74 
Wages (Average EIOULLY ) «...6::0/6:00:6. 001000000 2.04 
NPS ees S Toei eS yas 450 kas aaeek Sewree 3.15 
Gerap Troe ond Steel... 6... cic ccccccewses 2.43 
Eye OT Sheets Obie COC CUO CICCCROO EOC Re ere 2.09 
TANT OOO CCB Er CORI BCC OCCA CT COPIERS 3.41 


In the face of these high costs we’re having to do more. We’re 
having to expand our business to make more steel for our country 
—for its new buildings, for its new machinery, and for all the 
things people need that are fabricated from steel. 


We’re having to add to our facilities to make more steel to help 
rebuild war-torn countries. 


And we’re having to make more steel to be used in our national 
defense program. 


So we, and our fellow steel makers, can’t sit down and wait, 
hoping prices will drop. We have to go ahead—so that America 
will go ahead. Sincethe end of the war, National Steel has put 
almost $100,000,000 into plant and facility expansion—more, 
we think, in proportion to its size than any other steel company. 
And we’re going on in 1949 at an even greater rate. 


In the meantime, while steel prices have gone up, they have not 
come within 45 % of the national average of price rises. 
Steel is still cheap by comparison. 


We cite these things just to let America know that we’re in no 
different a spot. We’re just like millions of our fellow citizens— 
doing all we can to help keep America strong and prosperous— 
the best place on earth to live. 


NATIONAL STEEL 
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National Steel Corporation is the fifth largest 
producer of steel in the United States. 
Among the companies it owns and operates 
are the following major divisions: 


WEIRTON STEEL COMPANY, Weirton, West Vir- 
ginia. World’s largest independent manufac- 
turer of tinplate and producer of a wide range 
of steel products. 


GREAT LAKES STEEL CORPORATION, Detroit, 
Michigan. With the only integrated steel mill 
in the Detroit area—exclusive maker of the 
famed Quonset buildings—produces special 
steels and a wide range of carbon steel products. 


HANNA IRON ORE COMPANY, Cleveland, Ohio. 
Produces ore from extensive holdings in the 
Great Lakes Region—operates a fleet of lake 
ore boats to supply National Steel. 


THE HANNA FURNACE CORPORATION, Buffalo, 
New York. Produces various types of pig iron. 


NATIONAL STEEL PRODUCTS COMPANY, Hoxston, 
Texas. Operates warehouse and distribution 
facilities for steel products in the Southwest. 











CORPORATION 
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only 5 points below their 1948 
high and 12 points above their 
low. These variations reflect the 
operating advantages of Good- 
rich, its more favorable capital 
structure and stronger financial 
status, as well as a somewhat bet- 
ter long term record. 

Upon study, recent prices for 
both of these shares seem to have 
amply discounted any adverse 
conditions that may color the 
economy in 1949, and it is prob- 
able that due recognition has not 
been accorded the extensive mod- 
ernization programs implemented 
by both U. S. Rubber Company 
and B. F. Goodrich. These im- 
provements should aid in stabiliz- 
ing both sales and profit margins. 
And though the $5.50 per share 
dividends paid by Goodrich and 
$5 per share by U.S. Rubber last 
year were record amounts, net 
earnings next year could recede 
a good deal without seriously 
threatening dividend stability, 
especially in the case of Goodrich. 

In the circumstances, the shares 
of either company are not with- 
out any speculative appeal and 
should have appreciation poten- 
tials on any future market up- 
turn, but comparison favors 
Goodrich, as shown in the fore- 
going. 





New Trends in Bonds 
in 1949 





(Continued from page 396) 


the new supply of tax exempt 
issues below expectations and 
with demand heavy, price 
strength in this field should con- 
tinue. The tax-exempt market as 
a whole is further buoyed by 
forecasts of higher corporation 
taxes, a development that would 
make the ordinarily small yield 
from state and municipal obliga- 
tions relatively more attractive. 
To what extent a further narrow- 
ing of the yield will offset this 
advantage remains to be seen, 
however. 

To sum up: 1949 promises to 
see stable to firm price trends in 
the bond market with an overall 
betterment of the underlying 
tone, due chiefly to the prospects 
of a continued official policy of 
easy money and retention of pres- 
ent government bond support 
levels. Secondary bonds of course 
will continue to be influenced by 
corporate factors as well. 

The spread between highgrade 
corporates and governments could 
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narrow again, as new corporate 
financing declines in volume. 

As to interest rates, it is not 
impossible that further small ad- 
justments may be made in short 
term rates though probably not 
until the outlook for business has 
further clarified and until there 
is a better indication of budg- 
etary needs. On the other hand, 
there is every assurance that the 
long term rate of 214% will con- 
tinue. 


In other words, the trend 
towards higher interest rates, so 
pronounced a year ago, appears 
to have been interrupted though 
perhaps only temporarily. If a 
general deflationary trend de- 
velops in the economy, the inter- 
ruption in the long term uptrend 
in bond yields, evident since 1946, 
may be rather more than just a 
short one. 

Official re-affirmation of the 
need for a well sustained govern- 
ment bond market, implying re- 
tention of present pegs, would 
seem to have effectively held up 
the upward shove of the entire 
interest structure that appeared 
to be impending only a few 
months back. Resurgence of in- 
flationary pressures would doubt- 
less give it new impetus; defla- 
tion will certainly retard it. 
Meanwhile we have not been 
without concrete signs of an 
easier trend in money rates, one 
of them a cut in the rate for loans 
against government securities. 
Others may follow. 





1949 Potentials for 
U. S. Foreign Trade 





(Continued from page 385) 


the world price level should 
threaten the stability of some of 
the overvalued currencies. Also, 
some of the dollar earnings may 
be used to build up the exhausted 
gold and dollar reserves, as Can- 
ada has been doing, or to pay 
for ‘dead horses”—past imports 
—as in a number of Latin Amer- 
ican countries at present. 


Nevertheless, the continuation 


of a billion dollars a month ex- 


ports in 1949 is a strong possi- 
bility. The amount does not ap- 
pear to be so large if one analyzes 
the situation. The volume of our 
current exports is only about 80 
to 90 per cent higher than before 
the war; yet our productive 
capacity has doubled in the same 
period. Moreover, the volume of 
exports has already dropped, 


THE 


since the peak during the second 
quarter of 1947, nearly 40 per 
cent. Because of the intervening 
rise of prices, the value of our 
exports has declined somewhat 
less than 30 per cent in the same 
period. 


More Difficult to Export 


While the demand for Amer- 
ican goods throughout the world 
is still tremendous, and while the 
dollar value of our exports 
may be maintained in 1949, the 
average exporter will find it much 
more difficult to export. To begin 
with, there will be more competi- 
tion from foreign goods, par- 
ticularly British. Second, in some 
Latin American countries, and 
elsewhere too, consumer demand 
for certain American goods has 
been satisfied. The buyers will be 
more selective, shop around more. 
Third, in the countries that are 
short of dollars, the exporter will 
find more restrictions, regula- 
tions — red tape in general — 
which will make exporting more 
difficult. It is reported that more 
and more purchases here are be- 
ing made by syndicate groups 
that often represent an entire 
single industry in a foreign coun- 
try. This means that fewer ex- 
ports are likely to flow through 
private channels. 

There will unquestionably be 
some shifts in the export destina- 
tions. Shipments to Western 
Europe, which accounted for $3.5 
billion or about 35 per cent of 
our total exports during the first 
ten months of 1948, should not 
only be maintained, but even ex- 
panded in 1949. Similarly, the 
countries whose current dollar 
earnings are fairly large, should 
maintain their purchases here at 
about the 1948 level. This should 
be particularly true of Canada, 
the Caribbean countries, Vene- 
zuela, Brazil, Chile, Uruguay, and 
a number of countries in South- 
eastern Asia, such as Siam, 
Indonesia, and possibly even the 
Philippine Islands. The purchases 
of the latter country are, how- 
ever, likely to be centered on capi- 
tal goods instead of consumer 
goods as in the past. 

Those countries which in the 
past relied heavily on gold, ac- 
cumulated dollars, and U. S. 
grants or credits as payment for 
their imports from the United 
States will probably be faced 
with the problem of restricting 
further their purchases here. 
Some of our best customers are 
in this group: Argentina, South 
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well worth its cost 


service is the foundation on which 


Armour and Company has built its business — 


—service in supplying the best possible markets for the men who raise 
livestock, poultry, dairy and other products—service to the nation’s 
retail meat dealers—and through them to the public—in supplying, 
always and everywhere, the best quality meat and other foods at prices 
which reflect the economies of efficient operation and the amount which 
consumers are willing to pay for the available supply. 


LIVESTOCK, poultry, dairy and other 

foods are the finished products of the 
farm, but they are the raw materials of 
Armour and Company. To operate on the 
scale we operate requires large sums of 
money, widespread plants, extensive ma- 
chinery and other equipment to process raw 
materials into finished products like dressed 
meats, cured meats, canned meats, poultry, 
cheese, butter, eggs and all the other items 
in the vast Armour line. More than 60,000 
workers in plants and offices and sales out- 
lets are employed and back of each one of 
these employees is an investment of between 
$5,000 and $6,000. This money comes from 
people who have risked their funds in pur- 
chasing stock or who have invested in bonds 
or debentures. Banks also provide capital 
through short term loans on inventories. 


It takes money,*men and ‘know how” in 


large quantities to perform the services 
which Armour and Company performs for 
livestock producers and consumers. 


The price paid for the service has never 
been burdensome. On the contrary it has 
been very low—averaging in recent years 
less than 2c on each dollar of sales. Armour 
earnings are not a factor of consequence in 
prices. If there were no earnings—and in 
some years there are losses instead of 
profits—prices would still reflect only the 
approximate costs involved. 


Currently, price levels are high because 
of the effects of inflation on livestock 
prices, packing house wages, transporta- 
tion charges, taxes, and all the other items 
that constitute our costs. 


The equal of Armour service could not be 
obtained for less. It is well worth the cost. 


ARMOUR and Company 
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Africa, 
India. 

Along with some shifts in the 
destination, our 1949 exports 
should also show a shift in the 
type of goods exported, from 
goods needed for recovery and the 
satisfaction of immediate con- 
sumer demand, to goods essential 
for reconstruction. The latter 
trend was already marked in 
1948. It implies the sustaining of 
exports of industrial and mining 
machinery, electrical equipment, 
transportation equipment (other 
than passenger automobiles which 
in most of the countries are con- 
sidered unessential), chemicals, 
drugs, and paints. At the same 
time the U. S. Government aid 
programs should sustain our ex- 
ports of wheat and flour, petrole- 
um products, raw cotton, and 
some of the vegetable food prod- 
ucts which are in surplus supply 
here. 

Exports of most other goods 
are likely to decline. Some of 
them, such as textile manufac- 
tures, animal fats and dairy prod- 
ucts, meats, coal, iron and steel 
mill products, non-ferrous metals, 
passenger cars, and saw mill prod- 
ucts have declined already. A 
gradual return of our exports to 
the prewar pattern is inevitable 
with the expansion of production 
abroad. The days of indiscrimi- 
nate exporting are over. 


Colombia, Mexico, and 





Is Your Company Vulnerable 
To Inventory Problems? 





(Continued from page 394) 


ume heads downward is by reduc- 
ing production and thus keeping 
the ratio of inventories to sales 
in more desirable balance. This is 
pretty well shown by the experi- 


ence of Eureka-Williams Corpo-. 


ration in its fiscal year ended July 
31, 1948. This concern manufac- 
tures vacuum cleaners, air condi- 
tioners, cordless electric irons and 
other specialties, many of which 
have felt the impact of severe com- 
petition as supply outstripped de- 
mand. Thus volume in fiscal 1948 
dipped to $15.1 million compared 
with $21.3 million in 1947. It is in- 
teresting to note, though, that by 
reducing output the inventory- 
sales ratio was lowered to 20% in 
1948 compared with 23% a year 
earlier, indicating efficient con- 
trols. A high break-even point 
when volume was falling reduced 
net earnings to 24 cents per share 
compared with $2.05 in 1947, but 
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the poorer showing could not be 
attributed to badly balanced in- 
ventories. 

Sharply fluctuating prices for 
hides, combined with an apparent 
decline in demand for certain 
classes of shoes and luggage, have 
brought the inventory positions of 
their respective producers into the 
spotlight. Of the three leather 
manufacturers listed on our table, 
American Hide and _ Leather, 
Amalgamated Leather and United 
States Leather Company, the lat- 
ter’s inventory-sales ratio of 25% 
and inventory-current assets ratio 
of 46% indicates the more com- 
fortable status. Comparing the 
latest available percentages with 
those of 1939 and 1941, all three 
concerns show distinct improve- 
ment. U. S. Leather also has the 
best of it in considering inventory 
reserves, its reserve - inventory 
ratio being sizable at 60%, com- 
pared with 17.2% for American 
Hide and Leather and none for 
Amalgamated Leather. This latter 
concern, though, carries a general 
reserve of $250,000 for contingen- 
cies that, if used for inventory 
purposes, would represent a ratio 
of about 8.6%. 


Meat Packers 


In the meat packing group, high 
prices and record volume have 
pushed inventories skyward but 
their relation to sales, in the case 
of most concerns, compares 
very favorably with 1939 and 1941 
percentages. Indeed, the ratios of 
four out of five packers on our 
table indicate a far more rapid 
turnover than formerly, and the 
fifth, Cudahy Packing, has kept 
them on an even keel. In this re- 
spect Swift & Company shows in- 
ventories representing only 6% of 
volume compared with 12% in 
1941, Morrell & Company 5% ver- 
sus 9%, and Armour & Company 
9% compared iwth 13%. 

The inter-company variations 
are more significant, however, for 
though Armour’s 1947 sales of 
$1.95 billion were $300 million 
lower than Swift’s, Armour’s in- 
ventories were $38 million larger 
at the end of fiscal 1947. This seem- 
ing disadvantage may partially 
account for Armour’s estimated 
net loss of around $2 million in 
fiscal 1948 compared with reported 
net income of $17.8 million by 
Swift & Company during the same 
period. 

As regards retailers, our table 
reveals an interesting fact in that 
while the inventory-sales ratios of 


the leading department stores are 
consistently lower than in 1939 
and 1941, the reverse is true of the 
large chains and mail order con- 
cerns, with the exception of Sears, 
Roebuck & Company: this con- 
cern’s percentage of 18% com- 
pares with 19% in both 1939 and 
1941. R. H. Macy’s low ratio of 8% 
attests to extremely efficient man- 
agement and a determination to 
keep merchandise moving rapidly. 

As for the department store 
chains, the immense variety and 
quantity of their goods handled 
makes it necessary to carry larger 
stocks on hand in relation to vol- 
ume, especially during boom times. 
J. C. Penney Company, one of the 
most skillful merchandisers in the 
field, carries inventories equal to 
88% of current assets and has an 
inventory-sales ratio of 27%, indi- 
cating turnover in about 14 weeks. 
It would appear that this concern 
has a considerable inventory prob- 
lem on its hands, but the record 
shows unusual ability to handle it. 

Latest available figures show 
that despite enforced readjust- 
ment current among the textile 
mills, the stronger units have a 
firm grasp on their inventory 
problems, though the situation 
with different concerns varies 
somewhat. Of the five mill opera- 
tors on our list, Burlington Mills 
has the lowest inventory-sales 
ratio of 20, about the same as in 
immediate prewar years. In simi- 
lar manner this concern’s propor- 
tion of current assets represented 
by inventories is only 39%, indi- 
cating a high degree of asset 
liquidity. American Woolen is less 
favorably situated, with an inven- 
tory-sale ratio of 44 and with in- 
ventories comprising 66% of cur- 
rent assets, but these ratios do not 
differ greatly from the company’s 
prewar experience. 





Answers to Inquiries 





(Continued from page 402) 


tization of plant acquisition ad- 
justment, etc., amounted to $3,- 
915,809 compared with $3,221,964 
for the corresponding period in- 
dicated. 

For the nine months’ period 
ended September 30, 1948, oper- 
ating revenues amounted to $19,- 
445,397, compared with $17,385,- 
860 for the corresponding period 
of the previous year. Net operat- 
ing income for the first nine 
months of 1948 amounted to $3,- 
974,044, compared with $3,527,104 
for the corresponding period of 
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“COMMON SENSE....IMAGINATION....AND OUR 


NEW CARS AT CHRYSLER CORPORATION 


As we see it, we shoulder 
responsibility to the public when we 


introduce new Cars. 


great 


We try to be the first to see the basic 
needs of the car buyer . . . and to meet 
them with imagination in research and 
engineering, and, at the same time, with 
common sense. 


It began a generation ago when we 
introduced all-steel car bodies. It contin- 
ued in 1924 when we pioneered hydraulic 
four-wheel brakes and the high com- 
pression engine. Our basic advances such 
as Light Weight Pistons in 1929 that 
made possible the high speed motor 

. sensational Floating Power in 1932 
followed by... Fluid Drive .. . 
rim wheels, super-cushion tires . . . these 


safety- 


and many others were great forward 
steps in automobile safety, comfort and 
performance. 


Our engineers had the creative imagi- 








nation to dey elop these advances ... and 
the common sense to know that they 
were needed. 


Within the next few weeks, we will 
introduce still further basic automobile 
advances in our beautiful new Plymouth, 
Dodge, De Soto and Chrysler cars. 


Again, as in our models past and 
present, you will find the improvements 
that are needed, the advances that call 
for imagination in engineering and 
research. And you will also find plenty of 
good common sense, and good taste! 


(vain, you ll be able to see over the 
hoods, and out of the rear windows. 
You'll get in and out with ease. Again 
there'll be room for your hat. Seats will 
be wider —yet the cars will fit into your 
garage. Fender dents won't cost a fortune 
to fix. You'll be able to change a tire, or 
put on a set of chains. Again, our cars 
will be easier to drive and park. ‘They'll 


AGAIN YOU GET THE GOOD THINGS FIRST FROM 
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BY K. T. KELLER 


PRESIDENT, CHRYSLER CORPORATION 


start faster, they ll stop more quickly. 

They Il have more performance than 
any cars we ever engineered—and they'll 
look it. 

We're holding on to the good things 
that built our reputation with you. 
(gain we ve built from the inside out 
first engineering cars that are safe, 
comfortable, convenient, and wonderful 
to drive . . . then creating beauty that 
reflects the good qualities underneath. 

Already materials and parts for our 
new cars are arriving at our manufac- 
turing plants. 

On behalf of the superb team that 
beautiful 
Plymouth, Dodge, De Soto and Chrysler 


created our well-bred new 
cars, | cordially invite you to see them at 
your dealers when they are announced. 

They're the finest that engineering, 
imagination and common sense ever 
built . . . and they look it. 


CHRYSLER CORPORATION 


08% 





THE NEW | eemovra DODGE DESOTO CHRYSLER 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 






STATEMENT OF CONDITION 
DECEMBER 31, 1948 







RESOURCES 


Cash and Due from Banks . 
U. S. Government Obligations . 








$1,415,325,554.27 
1,482,077,657.32 
29,644,483.89 
120,452,314.28 






State and Municipal Securities . 






Other Securities 






Loans, Discounts and Bankers’ 
Aocepeamcess 6 6 6 ee le 






1,482,834,293.72 
9,198,644.19 
28,772,864.03 
21,345,532.31 
7,950,000.00 
30,232,188.73 
3,638,048.73 
$4,631,471,581.47 






Accrued Interest Receivable . . . 






Mortgages 






Customers’ Acceptance Liability 






Stock of Federal Reserve Bank. 






Banking Houses 






ROO ABBE S 5s) i wer be 






















LIABILITIES 





$4,237,000,105.89 
2,960,000.00 
10,869,978.67 
9,532,215.36 


Deposits. . « «= 5 6 oe «6 8 
Dividend Payable February 1, 1949 . 
Reserve for Taxes, Interest, etc. 
Other Liabilities 


Acceptances 
Outstanding . 








$26,404,488.24 






Less Amount 
in Portfolio 






___2,927,709.99 
Reserve for Contingencies . . . . 


23,476,778.25 
19,868,923.01 











Capital Funds: 
Capital Stock. “. $111,000,000.00 








Surplus ; 154,000,000.00 
Undivided 
Profits . . 62,763,580.29 











327,763,580.29 
$4,631,471,581.47 






















United States Government and other securities carried at 
$308,699,200.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 







Member Federal Deposit Insurance Corporation 
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1947, and net income was $2,885,- 
495 for the first nine months of 
1948 compared with $2,451,494 
for the corresponding period of 
1947. The current quarterly divi- 
dend is 40 cents per share. Outlook 
for 1949 is favorable. 


Bell Aircraft Corp. 


“Please report Bell Aircraft Corp.’s 
operating income during 1948 and sales 
volume.” O. F., Albany, N. Y. 


Bell Aircraft Corp. reported a 
net loss of $412,531, equal to 95 
cents a share for the nine months 
ended September 30, 1948. Loss 
for the corresponding period in 
1947 was $381,163 or 87 cents per 
share. 

Sales for the nine months of 
1948 totaled $10,907,943, com- 
pared with $10,645,705 for the 
corresponding period in 1947. 
Costs and expenses, including de- 
velopment and experimental ex- 
penses and provision for deprecia- 
tion, totaled $12,210,674, which 
figure was partially offset by a 
gain of $689,779 on the sale early 
in the year of the company’s plant 
in Burlington, Vermont. In 1947, 
cost of goods sold, including de- 
velopment and experimental ex- 
penses, was $12,262,782, which 
figure was partially offset by its 
estimated refund of Federal taxes, 
due to carry-back of operating 
loss in the amount of $945,000. 

Accounts of the W. J. Schoen- 
berger Co. of Cleveland, a wholly- 
owned subsidiary, acquired Sep- 
tember 14, 1948, have been con- 
solidated with the parent company. 

Balance sheet as of September 
30, 1948 showed total current 
assets of $18,962,600 and total 
current liabilities of $8,665,656, 
leaving net current assets of $10,- 
296,944. 





Business Pattern 
Shaping Up for 1949 





(Continued from page 374) 


slow and gradual, not abrupt. 
Official estimates of planned capi- 
tal expenditures for the first 
quarter of this year run around 
$4.4 billion, a drop from the $5 
billion in the fourth quarter but 
5% higher than in the first quar- 
ter of 1948. The downtrend may 
become more noticeable during 
the second half of the year but 
by then should be largely offset 
by increased spending of state 
and local governments as well as 
greater capital goods activity 
stemming from rearmament and 
ECA. Additionally, the outlook 
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Head Office + 55 WALL STREET + New York 
Condensed Statement of Condition as of December 31, 1948 
Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 
(dn Dollars Only— Cents Omitted ) 
» 
ASSETS 
DIRECTORS 
Cash, Gold and Due from Banks............. $1,532,119,431 ee 
United States Government Obligations. ...... 1,656,863 ,022 Chairman of the Board 
(Direct or Fully Guaranteed) W. RANDOLPH BURGESS 
Obligations of Other Federal Agencies........ 20,800,544 Chairman of the Executive 
i e,e ommiuttee 
State and Municipal Securities.............. 223,270,860 sniobildieniis beitiditinil 
Other Securities. 80,736,635 ee erie 
Loans and iecemete. ; meee, 1,422,290,652 
Real Estate Loans ur Suneitien oe Ee ae ee 2,693,232 ae a 
Customers’ Liability for Acceptances. 22,194,546 , Chairman. International 
Stock in Federal Reserve Bank. 7,500,000 io nw sy siebieal 
Ownership of International Banking Corpora- CURTIS E. CALDER 
tion. iS ane 7,000,000 } Chairman of the Board, Electric 
Bank Premises. SEED > ee 27,686,865 . 
| GUY CARY 
DER ER VAGSCES go cies csc saa e.a-snal open anigus Bawls wGimeeen 1,581,831 gg Rick ro 
Total... 0.1.10 cee eee eee see sees $5,004,737,618 Bg. 
— | National Cash Register 
Company 
LIABILITIES | CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Deposits. . Le Rete $4,643,112,364 Corporation 
Liability on  Rianeieinaie wn Bills. $34,594,396 A. P. GIANNINI 
Less: Own Acceptances in Port- ce 
folio. . re eee ___ 8,562,589 26,031,807 and Savings Association 
a | 
Items in Transit with annitian 12,647,857 JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co, 
Reserves for: | page ese opper 
Unearned Discount and Other Unearned | Mining Company 
Income. : 5,925,327 | AMORY HOUGHTON 
Interest, Taxes, Other Accrued Expenses, ete. 21,006,274 _ sone — 
orn Zz (slass orks 
RE ees ea ARIE TN a ROS 4,650,000 wissigita ° 
; ROGER MILLIKEN 
Capital. . . $ 77,500,000 | penn Deering, Milliken & 
Surplus. . 172. 500, 000 | Co. Incorporated 
Undivided Profits. 41 363, 989 291,363,989 | FREDERICK B. RENTSCHLER 
| Chairman, United Aircraft 
aan ee Cop | Corporation 
Total.. me 004,737, 618 | GERARD SWOPE 
= = | Honorary President, General 
| Electric Company 
Figures of Foreign Branches are as of December 23, 1948. : ectric mpany 
| REGINALD B. TAYLOR 
$272,043,209 of United States Government Obligations and $643,355 of Williamsville, New York 
other assets are deposited to secure $199,885,739 of Public and Trust Deposits ROBERT WINTHROP 
and for other purposes required or permitted by law. Robert Winthrop & Co. 
(Member Federal Deposit Insurance Corporation) B 
JANUARY 15, 1949 417 








for building construction remains 
bright: 

The export outlook is for con- 
tinuation of shipments around 
the current level of about one 
billion dollars monthly, and may 
run better than that not only be- 
cause of the stabilizing influence 
of Marshall Plan shipments but 
by virtue of increased foreign 


purchasing power in our markets - 


arising from the strong uptrend 
in imports. Potentials in this re- 
spect are outlined elsewhere in 
this issue; they are bound to gen- 
erate a good deal of business 
domestically. 

All of which points to the prob- 
ability that most of the economic 
factors will remain high though 
somewhat below 1948 peaks. In 
our opinion, the weakest spot is 
not so much uncertainty about 
capital expenditures; after all, 
any slack can be readily offset 
by Government activity. Rather 
we are inclined to consider the 
consumer front the weakest link 
in the economic chain, due to un- 
balance in consumer spending 
power which neither wage boosts 
nor social reforms can rectify. 
Only lower prices can do it, and 


the outlook for a real come-down 
in prices is not too bright. 

We have pointed out before 
how the wage structure is sus- 
tained by union strength and the 
Government; how a really worth- 
while decline in food costs is pre- 
vented by farm price support 
policies. Both these factors tend 
to limit any declining tendencies 
in the general price structure. 
Lower taxes would help, but in- 
stead we are facing higher taxes. 
Thus the squeeze on the con- 
sumer, apart from organized 
labor and the farmers, will con- 
tinue with little relief and its 
repercussions are bound to spill 
into consumer goods industries 
in perhaps greater measure than 
thus far seen. The result: A slow- 
ing down in distribution and pro- 
duction, a continuation of the ad- 
justment to existing market po- 
tentials. Government spending 
can be an offsetting factor to 
some degree but no more than 
that. The great postwar scramble 
for goods is passed and adjust- 
ment must be made to the fact 
that supply of many things ex- 
ceeds demand at prevailing prices. 

While the outlook, then, is for 


production 
level, overall purchasing power 
will remain large enough to main- 
tain a fairly high volume of busi- 
ness. Fortunately, the case for 
lower prices is not entirely hope- 
less. Disappearance of bottlenecks 


a somewhat lower 


and grey markets will work 
towards smoother operating con- 
ditions in many industries, for a 
better balanced raw materials 
supply, for lower operating costs, 
for lower unit costs. These bene- 
fits may emerge perhaps only 
slowly but they should be speeded 
by the competitive conditions 
now developing. By permitting a 
gradual downward adjustment of 
manufactured goods prices, this 
should work in the direction of 
ultimately greater stability and 
equilibrium. However in this re- 
spect, higher business taxes will 
be anything but helpful; they 
certainly will hurt business 
profits. 
“Visibility Low’’ 


Any summary of the business 
outlook must first be preceded by 
the admission that the present is 
a period of distinctly “low visi- 
bility” not only because of the 


























NO BONDED INDEBTEDNESS 


NORTH CHICAGO, ILLINOIS 


and Chemical Products since 1888 


wih. © WN 


An Unbroken Record of Dividends 
Declared since Abbott Laboratories 
Stock was first listed on the 


New York Stock Exchange. 


- 1936—3-for-1 stock split 

- 1939—5%%, stock dividend and rights 
- 1944—rights voted 

- 1946—2-for-1 stock split and rights 


ANNUAL DIVIDENDS* 6 


1948 $3.40 


1947 $3.25 
1946 $2.87° 
1945 $2.20 
1944 $2.20* 
1943 $2.00 
1942 $1.90 


Common stock, no par value: 1,869,907 shares outstanding 


NO PREFERRED STOCK 


Abbott Laboratories 


Manvfacturers of Fine Pharmaceutical, Biological 


1. 1935—33Y" ;, stock dividend 


THE 


1934 $2.50 
1933 $2.00 
1932 $2.12 
1931 $2.50 
1930 $2.00 
1929 $2.42 






1941 $2.15 
1940 $2.15 
1939 $2.05° 
1938 $].70 
1937 $2.10 
1936 $2.07’ 

1935 $2.45' 


*On basis of total number 
of shares outstanding at 
the close of each year. 
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resources of our land, 
call forth its powers, 
build up its institutions, 
promote all its great 
interests and see whether 
3 we, also, in our day 

and generation may not @\- AW 
perform something S 
é worthy to be 
remembered.” 
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TIDE WATER 
ASSOCIATED 
OIL COMPANY 


Tulsa Sen Francisco 


«Sincere Thanks, 


Daniel Webster! 


* No words better express the guiding policies 
of Tide Water Associated Oil Company than 
these immortal lines from Daniel Webster. 
They ring with the same spirit of progressive 
leadership that seventy years ago built Tide 
Water’s pioneer pipe line from Bradford, 
Pennsylvania, to the sea...the same high 
resolve that today makes VEEDOL “The 
World’s Most Famous Motor Oil.” 


THE PETROLEUM INDUSTRY IS A PROGRESSIVE INDUSTRY DEDICATED TO SERVE MANKIND FAITHFULLY AND WELL 





conflicting influences currently at 
work but because of the many 
uncertainties resting in Govern- 
ment policies and congressional 
decisions. Beyond that there is 
always the threat of serious in- 
ternational upsets which could 
radically alter the outlook over 
night. 

However, on basis of existing 
facts and trends, and those in the 
making, it can be concluded that 
business in 1949 will remain 
good though not quite as good as 
in 1948. We face the prospect of a 
somewhat lower production level, 
a moderate tapering off in na- 
tional income, some disemploy- 
ment — though hardly anything 
serious. There will be a further 
but modest easing in living costs; 
downward potentials are well cir- 
cumscribed. Labor will find wage 
rises much harder to secure. 

Pretax earnings of corpora- 
tions will be somewhat lower than 
in 1948; earnings after taxes 
depend on the impact of the tax 
increase to be enacted by Con- 
gress. How much of a profit de- 
cline may be in store is difficult 
to measure on an overall basis; 
some estimates range between 
10% and 15%, others are less 
sanguine. At any rate, the drop 
JANUARY 


15, 1949 


in most cases will be from a high 
level. There can be. no definite 
answer at this stage but doubt- 
less results will vary greatly 
among’ individual companies. 
Pressure on profits may be felt 
from declining sales, higher 
costs, increasing price competi- 
tion, quite apart from higher 
taxes. 

On one aspect of the outlook 
there is general agreement. 
Buyers’ markets and competitive 
conditions will prevail over a 
greater part of the economy than 
in any year since the war began. 

The biggest intangible, as this 
writer sees it, lies in business and 
consumer psychology. To a con- 
siderable degree it leaves open 
the question of inventory policies 
(possible trend towards inventory 
liquidation or renewed accumula- 
tion) and consumer expenditures. 
What business men and people 
think of the future will be an 
important factor shaping their 
decisions. 





Which Industries Offer Best 
Prospects for 1949 





(Continued from page 378) 
the industry; the price reversal 


far less so since the higher crude 
price was widely opposed within 
the industry. There were ade- 
quate supplies of crude without 
advancing prices. Some interpret 
the Texas Commission’s order as 
an attempt to bolster prices which 
have been showing softening 
tendencies because of high inven- 
tories. Few anticipate that it may 
create new shortages. The short- 
age period appears definitely over. 

Though the industry has now 
returned to competitive condi- 
tions and practices consistent 
with its tradition, this implies by 
no means a falling off in business. 
Another consumption peak is 
generally anticipated in 1949 
with demand estimated about 6% 
above 1948. At the turn of the 
year, domestic and export re- 
quirements were placed at 6.51 
million barrels daily compared 
with 6.16 million barrels daily in 
1948; whether this materializes 
depends of course on general eco- 
nomic conditions at home and 
political and economic trends 
abroad. 

As it is, the industry is fully 
geared to do the job required; 
benefiting from its vigorous ex- 
pansion efforts, supply is increas- 
ing faster than demand. And be- 
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cause record exploratory and 
drilling programs continue, made 
possible by larger steel supplies, 
very substantial additions to 
proved crude reserves in the U. S. 
may be expected. In this effort, 
maintenance of the present high 
price of crude oil will be the mov- 
ing force; a lower price could cur- 
tail drilling activities. 
Approximately $2.5 billion 
were spent last year for capital 
equipment, and some $100 mil- 
lion on research in petroleum 
technology, strengthening the in- 
dustry’s basic position and at the 


same time the nation’s security. 
But as in other major industries, 
the peak in postwar capital ex- 
penditures has probably been 
passed and if so, this will have 
important financial connotations 
since much of it was financed by 
retained earnings. 

However there will be no let-up 
in the search for new crude oil 
resources. Exploitation and devel- 
opment of the vast Middle East- 
ern fields continues apace despite 
its apparent vulnerability to in- 
ternational upsets. Nearer at 
home, efforts are being revived to 

















Shown above is a view of Mathieson's 
lake Charles, La., Ammonia Plant 


Caustic Soda - Soda Ash - Bicarbonate 
of Soda + Liquid Chlorine - Chlorine 
Dioxide - Ammonia, Anhydrous & Aqua 
HTH Products - Fused Alkali Products 
Dry ke - Carbonic Gas + Sodium 
Chlorite Products - Sodium Methyiate 


Plants at Niagara Falls, N. Y., 
Saltville, Va., Lake Charles, Lo. 














THE 


resume development of Mexican 
oil reserves as an easily accessible 
and defensible source of supply. 7 
Thus sizeable capital expenditures | 


are likely to continue well into 
1950. 

In view of adequate supply and 
resultant price softening in vari- 
ous products, profit margins and 
earnings this year are likely to 
decline from their 1948 peaks de- 
spite sustained high level opera- 
tions, particularly in the refined 
products field where higher costs 
and lower realized product prices 
will narrow spreads. Higher taxes 
are also indicated. However, wide 
variations are likely among indi- 
vidual companies. 


Which in Best Position? 





: 





Crude oil producers are in rela- 
tively best position, with the pos- — 


sibility of a further moderate 
gain in pretax earnings. But with 
higher taxes threatening, no more 
than nominal improvement is in- 
dicated. Fully integrated com- 
panies should also do well with 
encroachments on margins stem- 
ming mainly from higher costs. 
Still tentatively it is estimated 
that a 5% to 10% decline in tax- 
able earnings is possible, with 
higher taxes widening the drop. 
Companies which purchase a 
large part of their crude require- 
ments are bound to feel the 
squeeze most, facing lower prod- 
uct prices without any cor- 
responding drop in crude oil 
prices. Earnings declines may run 
as high as 15%, further aggra- 
vated by higher taxes. 

With the upward trend in crude 
oil prices halted, imposition of 
price controls is not now consid- 
ered a realistic threat. Despite 
probable lower earnings this year, 
the profit outlook nevertheless re- 
mains excellent by any prewar 
comparison, placing well situated 
oil company shares in a promis- 
ing position at present low price- 
earnings ratios. As oil consump- 
tion remains high, so will profits, 
and there is little likelihood of 
serious price-cutting reminiscent 
of prewar years. Additionally, 
prospective higher return from 
natural gas operations is bound 
to strengthen the profit outlook 
for many companies. By and large 
sales and profits in the industry 
should not dip greatly below 
1948 peaks, and dividend rates 
should be easily maintained. 

The industry however is close- 
ly watching our rising oil imports 
and pressure is growing, now that 


MAGAZINE OF WALL STREET 


7 


{ 


{ 


eee eed 









xican 
ssible 
ipply. 
itures 


y and 
vari- 


Ss and | 


ly to 
cs de- 
pera- 
2fined 
costs 
yrices 


taxes | 


wide 
indi- 


rela- | 


: POs- 
erate 
with 
more 
























is in- | 


com- 
with 
stem- 
-osts. 
1ated 


with 
Jrop. 
ea 
uire- 
the 
yrod- 
cor- 
. oil 
rrun 
era- 


rude 
n of 
nsid- 
spite 
year, 
s re- 
2war 
ated 
mis- 
rice- 
imp- 
fits, 
d of 
cent 
ally, 
‘rom 
und 
look 
arge 
istry 
elow 
‘ates 


lose- 
ports 
that 








5 RTE SONT OA 


oe 





domestic output is adequate, for 
greater tariff protection. A seri- 
ous attempt in this direction may 
not be far off, particularly if re- 
fined product prices should further 
weaken. Imports are entering the 
country at the rate of some 500,- 
000 barrels a day, mostly from 
South America but including 
100,000 barrels from the Middle 
East. In view of our huge domes- 
tic crude output averaging some 
5.7 million barrels daily, these 
imports do not as yet constitute a 
serious threat in the sense that 
they tend to displace domestic 
production but the trend bears 
watching. 


NON-FERROUS METALS: Industrial 
consumption of the non-ferrous 
metals, at least over the nearer 
term, may be expected to continue 
at high levels though one should 
not lose sight of the fact that de- 
mand for metals ebbs and flows 
with general business. Economic 
factors and fluctuations thus pro- 
vide the best clue for more posi- 
tive indications of what’s ahead. 
Should recessive tendencies deep- 
en in general business, should 
metal working industries actually 
use less steel than a few months 
ago, demand for non-ferrous 
metals will decline also. So far, 
just as in steel, there has been no 
sign of such decline but a straw 
in the wind may be the fact that 
premiums paid for copper and 
lead reclaimed from scrap are no 
longer as steep as they used to be. 

Still the metal situation gener- 
ally remains tight though after 
many months of shortages, hope 
appears that sufficient copper 
will be available to serve industry 
needs without diminishing the es- 
sential military and foreign aid 
programs. A requisite, however, 
is tranquillity on the labor front. 
Nevertheless, domestic producers 
and importers remain under pres- 
sure from industrial users as well 
as the Government. The stockpil- 
ing program is rated to absorb 
any and all tonnages not required 
by free enterprises which have 
been getting preference during 
the shortage period. 

With demand conditions what 
they are, and stockpiling looming 
in the background, few observers 
anticipate any material decline in 
the currently high metal price 
structure, though purchasing 
groups for some weeks have been 
urging closer control of buying 
and on inventories, based on re- 
ported drops in activity of some 
metal consuming industries. For- 
JANUARY 


15, 1949 





1948 was a mighty big year for addi- 
tions to the telephone world. 


Your own particular telephone is 
more valuable today, millions of calls 
go through clearer and quicker, be- 
cause of the many things that have 
been done to extend and improve 
service. 

You can call more people, and 
more people can call you, because 
nearly 3,000,000 Bell telephones were 
added to the telephone population 
— many in your own community. 


Long Distance service is faster and 


BELL TELEPHONE SYSTEM i 





eign metal prices remain strong, 
generally above domestic quota- 
tions; with our own import needs 
large, American buyers compet- 
ing with foreigners must of 
course pay the going price. 

To get an idea of the tight 
situation in copper: 1948 con- 
sumption averaged 120,000 tons 
a month, while domestic produc- 
tion—at a high record—came to 
only 100,000 tons. The balance, 
20,000 tons a month, had to be 





Have You Heard 
About the 
Telephone 

Birth Rate? 


there is more of it because 1,800,000 
miles of new circuits were added. A 
total of $1,500,000,000 was invested 
in new Local and Long Distance 
facilities in 1948. 


We broke all records for the 
volume of new telephone construc- 
tion, the dollars we put into the job 
and the number of telephone people 
on the job. 


We're going to keep right on 
working and building in 1949 to 
make your telephone service a big- 
ger bargain than ever. 
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imported. Stockpiling alone calls 
for 10,000 tons monthly; ECA 
requirements are 20,000 tons 
monthly including 4,000 tons 
domestic copper. And aggravat- 
ing the situation is the continu- 
ally expanding use of the red 
metal. But the outlook is not with- 
out signs of some relief. Foreign 
production is on the rise, par- 
ticularly in Africa where mining 
equipment is now being obtained 
in sufficient quantity to increase 
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output substantially; yet full re- 
lief is a longer range prospect. 
Home demand is held high by the 
many electric utility expansion 
programs, by record industrial 
needs, by the ever-increasing de- 
mands for copper products in 
connection with the preparedness 
program. In the circumstances, 
copper company earnings should 
continue high barring rollbacks 
under revived ceilings—not cur- 
rently foreseen. Though the ef- 
fects of higher taxes are not sus- 
ceptible to close analysis because 
of . substantial depletion allow- 
ances, they might, however, pre- 
vent an increase in 1949 earning 
power. Generally conservative 
dividends should be readily main- 
tained. 

Lead is even more critically 
short than copper. Though con- 
sumers and the Government re- 
ceived more lead in 1948 than in 
any prewar year and an amount 
equal to peak wartime consump- 
tion, the supply was insufficient 
to take care of all demands. Civ- 
ilian demand remains top-heavy, 
and the stockpiling program in- 
volves purchases of 70,000 tons 
before mid-year. A _ prolonged 
strike last summer resulted in a 


TO EVERYONE, THIS GULF SIGN 
STANDS FOR TWO GUARANTEES! 


e This Gulf emblem on any product stands 
for two guarantees of excellence. One visible, 


one invisible. 


The visible guarantee is evidenced by the 
plant and properties that make Gulf one of the 


loss of about 25,000 tons of lead 
production; still over 1.1 million 
tons went into domestic consump- 
tion of which 280,000 tons had to 
be imported. The 1949 outlook is 
for a moderate increase in sup- 
plies but for continued shortages 
also. Sharply higher prices have 
markedly lifted the earnings of 
lead producers, especially of low- 
cost units, and well sustained 
high earnings are anticipated. 


Zinc, Aluminum to Remain Short 


The situation in zine is not 
much better, with heavy indus- 
trial consumption and military 
stockpiling making for a con- 
tinued tight supply. The latter 
alone will account for about 5,000 
tons monthly compared with de- 
liveries to domestic users of about 
64,000 tons a month, and with 
domestic mine output of hardly 
better than 50,000 tons. The larg- 
er zinc producers should show 
bigger profits in early 1949 as a 
result of sharp price advances 
and smelters should benefit from 
larger inventory profits. High- 
cost producers may gain only 
moderately. 

The supply of aluminum which 


last year fell far short of satis- 
fying domestic demand, will be 
considerably tighter in 1949 as 
the big aircraft production pro- 
gram gets underway. The supply 
picture will be further compli- 
cated by that fact that domestic 
output and imports will be lower, 
that the Government stockpile is 
no longer available, and that the 
industry’s own pipelines are 
emptied. In producing 1,250 mil- 
lion pounds of the metal last year, 
the aluminum industry estab- 
lished a peace-time record though 
failing to reach full productive 
capacity of 1,285 million pounds 
because of severe shortage of elec- 
tric power which may continue to 
limit output gains early this year. 
As a result there will be tempor- 
ary cuts in allocations to alumi- 
num users for some time to come, 








and throughout the year the alu- 2 


minum supply is expected to re- 
main tight, with imports insuffi- 
cient. This augurs well for sus- 
tained high earnings of primary 
metal producers which last year 
could have sold 500 million 
pounds more, had the metal been 
available. 

BUILDING CONSTRUCTION: 1948 
was a banner year for the build- 


TO A CHESS PLAYER, THIS SIGN 
MEANS TAKES AND CHECKS 





largest producers and refiners of crude oil. 
The invisible guarantee is the determination 


of Gulf to make the best petroleum products 


Gulf Oil Corporation 


that skill, science, loyal employees and alert 
management can jointly achieve. 


Gulf Refining Company 
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PORTE RELI Te 


ing industry with a record $17.6 
billion spent for construction ac- 
tivities of every type, an increase 
of 26% over 1947. These figures 
however require qualification: 
about half of the increase re- 
flected a rise in physical volume, 
the remainder higher construc- 
tion costs. Despite high building 
costs, private home building was 
the largest single factor in last 
year’s record outlay, increasing 
about one-third to a total of $7 
billion. 

Building volume in 1949 will 
remain exceptionally large, pos- 
sibly setting another record with 
estimates ranging as high as 
$18.7 billion in total outlays, but 
new factors will appear. These 
include a marked revival in pub- 
lic housing operations under the 
impetus of new Federal and state 
legislation, and a drop in resi- 
dential building—from last year’s 
950,000 dwelling units to an esti- 
mated 884,000 units. Commercial 
and industrial construction, too, 
will be lower but educational and 
institutional construction is ex- 
pected to rise. Overall, physical 
volume may well show little 
change, the anticipated gain 
merely reflecting higher prices. 

Costs vs. Potentials 

But should building costs defi- 
nitely tend lower, estimates of 
private residential building might 
well be exceeded. Building costs 
could drop rather sharply and 
suddenly as many of the major 
construction materials are now in 
good supply and some, like lum- 
ber, are showing price declines. 
Additionally, wage rates are not 
as firmly established as in other 
industries. All of which could go 
far towards cancelling the 10% 
increase ik building costs which 
occurred both in 1948 and 1947, 
and conceivably might restimu- 
late private building activity be- 
yond presently foreseen estimates. 
But for the moment, the trend 
appears downward. 

Doubtless latent demand for 
new housing remains very sub- 
stantial, but this demand will only 
be filled at lower prices. Effective 
urgent demand appears to have 
been largely met, particularly in 
the bigger cities; the future 
trend of building costs thus will 
have an important bearing on 
residential building activity, par- 
ticularly if mortgage lending con- 
tinues more cautious and dis- 
criminating. 

It might be postulated that the 
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Tuere’s a new outlook today for Mon- 
tana copper. It i$ Anaconda’s new 
$20,000,000 development program for the 
long-range, economical mining and treat- 
ment of low-grade underground ore in the 
Butte district. This program was born of 
67 years’ experience in mining high-grade 
ore veins, in extensive geological explora- 
tion, and in the adaptation of advanced 
methods for handling large tonnages of 
ore. 

Work on the “Greater Butte Project,” 
beginning with the sinking of the largest 
shaft in the country, is well under way. It 
will give access to 130 million cons of 
copper-bearing ore now known to be above 
the 3,400 foot level of the mines. This 


AnaconpA 


CHILE COPPER COMPANY 


GREENE CANANEA COPPER COMPANY 





indicated shift in the type of 
building — greater emphasis on 
public construction rather than 
private residential building—will 
be a matter of indifference to the 
building materials industry as 
long as overall construction vol- 
ume holds up. To a large extent it 
may be, but not wholly so. Public 
construction usually implies great 
bulk orders for materials with 
somewhat smaller profit margins. 
It may mean sustained heavy 
business volume, but slimmer 
profits. Whether this will come 
about remains to be seen; the an- 


ANDES COPPER MINING COMPANY 


represents new activity—separate from the 
continuing high-grade vein mining oper- 
ations which already have produced 13 bil- 
lion pounds of copper and appreciable 
quantities of zinc, lead, manganese, gold 
and silver. 

In vein mining, Anaconda continues its 
long established policy of developing one 
ton of new ore for each ton mined, and at 
the lowest level, 4,200 feet, is uncovering 
the type of copper mineralization found 
at higher levels. 

Thus, Anaconda initiates a major proj- 
ect—of significance of course to the people 
of Montana, but significant also in that it 
will make additional copper available for 
U. S. consumption for years to come. 


ANACONDA COPPER MINING COMPANY 


THE AMERICAN BRASS COMPANY 

ANACONDA WIRE & CABLE COMPANY 

INTERNATIONAL SMELTING AND REFINING COMPANY 
4nasea 





swer cannot be had until the 
trend of activity becomes better 
clarified this spring when a sea- 
sonal upturn in building is due. 

Regardless of this factor, how- 
ever, the building industry is 
bound to do quite well in the year 
ahead, the possible difference be- 
ing merely one in degree. Barring 
a severe recession, there is no 
prospect of a sudden collapse of 
the building boom, and if such 
should be the case, Government 
activity would promptly step in. 
There is however a trend toward 
more competition — stemming 
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from freer supplies and already 
apparent late in 1948 which has 
pared and may further narrow 
profit margins unless offset by 
rising sales. 

Use of newly added facilities, 
under expansion programs, has 
minimized this factor among lead- 
ing suppliers and earnings of the 
industry as a whole should hold 
up fairly well though they are by 
no means invulnerable. The 
severe shortage of cement and the 
prospect of continued heavy re- 
quirements almost regardless of 
conditions places cement manu- 
facturers in a particularly favor- 
able position. All will of course 
be affected by higher taxes on 
business, the exact impact of 
which cannot be estimated at this 
time but should not be too severe. 


PAPER INDUSTRY: Except for 
newsprint, the paper industry is 
back in a buyers’ market after 
setting a new production record 
last year, but should continue to 
do right well. 1948 output totalled 
over 22 million tons and this 
huge volume may even be exceed- 
ed in 1949 but profit margins will 
narrow under competitive influ- 
ences. Still overall earnings will 
remain substantial. 

Paper consumption fluctuates 
closely with general business ac- 
tivity, thus is susceptible to broad 
economic changes; but the use of 
paper has also broadened enor- 
mously and will continue to 
broaden. Thus last year, U. S. 
per capita consumption of paper 
products reached an all-time high 
of well over 300 pounds annually, 
about 30 times the average of the 
rest of the world. Unless con- 
sumption falls off abnormally, the 
population increase alone will ab- 
sorb a large part of the new pro- 
ductive capacity that has been in- 
stalled by the industry over the 
last three years. From a sales 
standpoint, there is every assur- 
ance for good business in the 
foreseeable future but the profit 
showing of individual companies 
is bound to vary. 

Some have been able to keep 
costs under good control, reflect- 
ing greater labor productivity 
and operating economies from 
large-scale mechanization of the 
production process. Others, most- 
ly high-cost units, are feeling the 
impact of climbing costs. The 
future profit trend therefore will 
doubtless be mixed. Some leading 
companies, though, enjoy an 
enormous earnings cushion big 
enough to absorb narrowing mar- 
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gins and higher taxes; they 
should continue to show highly 
satisfactory profits. 

Indications are that competi- 
tion will intensify over the com- 
ing months; allocations are a 
thing of the past and selling ef- 
forts are being stepped up. The 
price structure is likely to remain 
firm over the nearer term but 
price shading is possible later as 
dealers are watching stocks close- 
ly. A recession in general business 
would doubtless hasten it. 

It is because of these trends 
and imponderables that paper 
stocks have turned in a sub-aver- 
age performance since the post- 
election slump, reflecting fears of 
price weakness as_ production 
climbs ahead of demand. Leading 
issues appear to have unduly dis- 
counted whatever may lie ahead. 
Those with preponderantly high 
cost units are definitely more vul- 
nerable. 

There have been instances when 
downward price pressures multi- 
plied, still prices so far have re- 
mained firm. The problem con- 
fronting many paper manufactur- 
ers has shifted from striving to 
fulfill their customers’ demands to 
obtaining orders to maintain full 
production; yet only in rare cases 
have price concessions been made. 
Bargains in paper are still limited 
to distress stock and high priced 
grey market goods. 

Some manufacturers, as the 
accumulations of back orders 
shrank, have reduced their work 
schedule from a six-day to a five- 
day week, thereby eliminating 
overtime. The outlook is that pro- 
duction schedules over the next 
months may be governed more 
closely by current demand. 

There has been a decline in over- 
all paper exports last year, but 
cértain specialties are being ship- 
ped abroad in volume substantially 
exceeding previous experience. 

By and large, the paper indus- 
try in 1949 is assured of a con- 
tinued broad and active market at 
substantially firm prices, barring 
sudden changes in the situation 
not now foreseen. Cost factors on 
the whole are favorable, with the 
low wage factor characteristic of 
the industry of particularly con- 
structive importance. Wage costs, 
already fairly low, have been fur- 
ther and substantially reduced by 
widest possible mechanization of 
labor processes, starting back in 
the woods down to the last phase 
at the mill. This cutting down of 
labor costs will be an important 
element toward more stable oper- 





ating conditions even during de- 
clining demand trends. Over the 
nearer term, it should make for 
continued sizable earnings of most 
leading companies in the field. 





Stocks That Overdiscounted 
1949 — Reaching Unusual 
Bargain Levels 





(Continued from page 372) 


indexes. Results for the year 
ranged all the way from a gain 
of 27.2% in the radio (tele- 
vision) group to a net decline of 
42.3% in the soft drinks group. 
Only eight groups were up on the | 
year, and in only five did gains © 
exceed 10%. Our composite index 
of 312 stocks declined 7.6%. 
Twenty-seven of the groups fell 
more than that, and eleven de- 
clined more than 15%. 

This is a record; not neces- 
sarily prophetic. Neither the best 
nor the worst performances of 
1948 are likely to be repeated. 
However, because of increasingly 
divergent trends in volume and 
profits, there is reason to think 
that the market will be even more 
selective this year than last. It 
will, as usual, be the effort of 
this publication to spot oppor- 
tunities, and pitfalls, in individ- 
ual securities as they become rec- 
ognizable and call readers’ atten- 
tion to them. Group performance 
is only part of the story and, in 
instances, can even be mislead- 
ing. Thus, our automobile group 
index declined 30.8% last year; 
but for the 12 stocks in it the 
changes ranged from a gain of 
about 1% for General Motors to 
a decline of 63% for Reo. 

As a rule, we favor 75% in- 
vested positions; more than that 
where income return is the major 
consideration. We shall continue 
to present investment selections 
for future use as opportunities 
shape up. Our choice of 10 poten- 
tial market leaders for 1949 will 
be presented a fortnight hence. 


—Monday, January 10. 





Trend of Events 





(Continued from page 368) 


alleviate exchange problems. The 
$600 million trade agreement be- 
tween Britain and Poland is a case 
in point. The Poles get rubber, 
wool, and machinery from Eng- 
land in exchange for eggs, bacon 
and timber, and similar deals have 
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Investment Program 
= Provided by THE FORECAST 
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In this new market setting when the investment action 
you take is vital to preserving and building capital and 
income ... we suggest that you turn to THE ForECcAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. ForEcAST SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When to Sell 

Our weekly market forecast ... with ‘chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 





given which you can apply to 


ing keynote Forecast SERVICE. 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs .. . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead . . . and 
has gauged the movements of 


1947-1948 with high accuracy. 


Our 


market; 





As surance 


to you of satisfactory 

service is: based on... 

—Our substantial growth in clientele over 
the past few years; 

—Our staff and facilities; 

—Our outstanding record .. . better than the 


—Our more than 31 years experience; 

—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


4. Continuous Consultation 


You are welcome to consult us 
. . » by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold ... switch . . . or close 
out. 


A Plus Service . . . These con- 








2. Definite Advices ort Intrin- 








sultation privileges alone can be 





sically Sound issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections bonds and preferreds as well as 
common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations . . . in avoiding laggards .. . 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW to receive our special new selections of 
“Undervalued Securities for Profit and Income” as recom- 
mended, At this time, you also have the advantage of 
our Special Offer of Free Service to February 15. Mail 


coupon below today. 























N Ww ry oe ee a a ite i sk te FREE SERVICE TO FEBRUARY 15,1949 |—-——————— = 
ew Yea m8 | 
e | THE INVESTMENT AND BUSINESS FORECAST | 
Special | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
| I enclose [) $60 for 6 months’ subscription; [) $100 for a year’s subscription. | 
QO el | (Service to start at once but date from February 15, 1949) | 
: | SPECIAL MAIL SERVICE ON BULLETINS l 
| Air Mail: [] $1.50 six months; [J $3.00 (1) Telegraph me collect in anticipation of | 
MONTHS’ | one year in U. S. and Canada. | important market movements and turning | 
b SERVICE $60 Peto Delivery: [ $4.00 six months; points .. . when to buy and when to sell. 
.00 one year. 

MONTHS’ _ | 
12 service $100! ] 
| Address | 
Complete service will start at | | 
once but date from February 15. 1 City. State | 

inti bscripti hall b igned List to 12 of ities fi 
Subscriptions to The Forecast . Bae Ss ae jtt~uwunttmao " ' 
are deductible for tax purposes. SB PGB SES ee ELSES ATER ating hasil 
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CHECK THIS 
New Stock List 


Western Union 


Phillips Petroleum 
Pepsi-Cola 

Comm. Edison, Chi. 
Stand. Oil, ind. 
Chesapeake & Ohio 
Paramount Pict. 
Shell Union Oil 
Cons. Edison, N.Y. 
Texas Co. 

Gen. Motors 
Stand. Oil, Calif. 
Int. Tel. & Tel. 
Trans. & West. Air 
Kennecott Cop, 
étand. Oil, N.J. 
Pan Am. Airways 
Pub. Serv. E.&G. 
Warner Bros. 

Am. Tel. & Tel. 





Babson’s opinion 
on these stocks may 
save you losses. 
Simply check those 
you own, or list 
7 others you own, 
and mail this ad to 
us. We will tell 
you if clients have 
been advised to 
Hold or Switch 
thern. 
No cost 
or obligation. 
Write Dept. M-71 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 


CE 


PF uplan— 


DIVIDEND 
25¢ IN CASH 


A cash dividend of 25 
cents has been declared, 
payable on February 1 to 
stockholders of record 
January 18, 1949. 


L. Gordon Hale, Sec. 


THE DUPLAN CORPORATION 
512 SEVENTH AVENUE, N. Y. 














PLYMOUTH DE SOTO 
DODGE P72 CHRYSLER 
4 


4 


4 





m 
YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar ond twenty-five cents ($1.25) 
per share on the outstanding common 
stock, payable March 14, 1949, to 
stockholders of record at the close of 
business February 14, 1949. 


B. §. HUTCHINSON 


Chairman, Finance Committee 











January 6, 1949 


THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend 
Common Stock 
No. 57, 15¢ per share 


payable on February 15, 1949, to holders ot 
record at close of business January 20, 1949. 


Dace Parker 
Secretary 








arranged between other countries. 
The more freely trade flows be- 
tween East and West, the less need 
for reliance on ECA aid at the 
American taxpayer’s expense. 

Barriers against East-West 
trade stem primarily from politi- 
cal considerations; they form an 
integral part of the cold war. The 
West is not opposed to revival of 
such trade since it is bound to 
speed Europe’s recovery, an aim 
which cannot be said to exist on 
Russia’s side. Soviet aim at this 
stage is to impede recovery, to de- 
feat the Marshall Plan. Moreover, 
Russia cares nothing for the re- 
duced living standards of the sat- 
ellite countries. Indeed Mr. Stalin 
has openly stated that no Russian 
border nation will be permitted to 
enjoy a higher standard of living 
than the Soviet people, and this 
policy is one of the main reasons 
for the existence of the Iron Cur- 
tain. Still economic pressures may 
ultimately decree otherwise. The 
current status of East-West trade, 
its ramifications and prospects will 
be discussed in detail in an early 
issue of the Magazine. In view of 
its importance, we recommend this 
article to the attention of our 
readers. 


BOOK REVIEWS 


COMMODITY EXCHANGES AND 
FUTURES TRADING 
By Julius B. Baer and Olin Glenn Saxon 


This comprehensive, detailed and 
authoritative study of commodity ex- 
change operations, in every phase of 
theory and practice, is the only work of 
its kind on this subject. 

Elaborating and bringing up-to-date 
the volume Commodity Exchanges, of 
which Mr. Baer was co-author some 
years ago, the book opens with a survey 
of the historical development of com- 
modity exchanges, and their present im- 
portant function in our economic system. 
The processes of grading and standardi- 
zation of commodities, reporting crops 
and market prices, and negotiating fu- 
tures contracts are then fully analyzed. 
The organization and operation of a 
commodity exchange are discussed at 
length, illustrated with a typical trans- 
action on the exchange. Careful atten- 
tion is given to the practice of hedging. 
The concluding chapters consider in de- 
tail the Commodity Exchange Act of 
1936 and the legal conditions of com- 
modity exchange procedures. 

The scope and authority of the authors’ 


treatment make the volume an essential 
manual for the practitioner and student 
alike. 

Julius B. Baer is a member of the 
New York Bar and nationally known 
authority on commodity exchange oper- 
ations. O. Glenn Saxon is Professor of 
Economics at Yale University. 


Harper & Brothers $5.00 


THE POWER OF FREEDOM 
By Max Ascoli 


The Power of Freedom is a volume 
that offers hope and guidance to the 
troubled citizens of the atomic age, a 
volume that analyzes the nature and 
meaning of freedom, and presents, in 
sharp, provocative terms, the case for 
democracy. 

“This is an optimistic book,” says Dr. 
Ascoli. “It is optimistic because it is 
based on the assumption that our system 
of values is stronger than we think — 
indeed, stronger than we deserve. It is 
optimistic because it is impatient with 
all the loud chatter about the end of 
civilization, the passing of the era of 
freedom, the need for some thorough- 
going, all-upsetting revolution. I do not 
think we need revolution, but what we 
do need is to be more thoroughly aware 
of the values for which we stand.” 

The author makes two important 
points: (1) In the present world political 
struggle the democratic position is far 
stronger than we know; (2) Both our 
awareness and our use of this strength 
are dangerously hampered by the fact 
that our thinking about democracy has 
grown obsolete and cliche-ridden. 

Max Ascoli feels that this world strug- 
gle, of which the recent war was only a 
part, will continue until democracy has 
corrected its thinking and is vigorous 
enough to check the conditions which 
give its oppenents strength and life. 


Max Ascoli, Italian-born, has been a 
political exile in the United States since 
1931 and a citizen since 1939. He is an 
international writer and scholar, and the 
author of many books on politics and 
political philosophy, published in Eng- 
lish, Italian, French and Spanish. He 
has been a member of the Graduate Fac- 
ulty of The New School since its found- 
ing in 1938. During the war he worked 
for government agencies in the intelli- 
gence and cultural fields, and immedi- 
ately after the war he organized and 
directed a project for the rehabilitation 
and expansion of Italian handicraft 
production. 

With a group of other political writers 
he is setting up a new magazine on na- 
tional and world affairs, The Reporter, 
scheduled to start publication in 1949, 
and of which he will be publisher-editor. 


Farrar, Straus and Company $2.75 
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BRITISH INDUSTRIES FAIR 





TRADE BUYERS—PLAN YOUR VISIT NOW 





428 





Britain has long been the world’s 
greatest customer, and has led the 
way in the export of manufactured 
products. By initiative in modern 
research, and from experience of commerce with 
other nations, her industrial production has 
become greater and more varied than ever in 
history. 

Renowned for the quality of her work, Britain 
has applied new technique to her famous in- 
dustries. By enterprise in fresh markets she has 
achieved record deliveries, and export production 


still expands. To keep in touch with these develop- 


ea 


ments great numbers of the world’s principal 
buyers are making visits to Britain. 

Every year, from over 100 countries, trade 
buyers gather at the British Industries Fair. The 
Chamber of Commerce in Birmingham, and 
manufacturers, from every part of Britain, 
join with the British Government to welcome 
them. 

At BIF 1949, from 2-13 May, three thousand 
exhibitors will display the latest developments in 
thirty groups of allied trades. The leading men of 
international commerce are invited to attend the 
world’s greatest assembly of national products. 


2-13 MAY 1949 


Information about exhibitors, special displays and facilities at the Fair can 
be obtained from the nearest British Embassy, Legation or Consulate. 
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“Saves hours of time... 
changes jobs in seconds!" 





sn HOW MUCH NATIONAL MECHANIZED ACCOUNTING CAN SAVE YOU! 


4 


Concerns of every size and type report savings up to 30%—often more! Savings are frequently 

enough to pay for the entire installation in the first year. National’s time-and-money-saving 

features make this possible. The removable form bar shown above, which quickly adapts this 

National Accounting Machine to various jobs, is but one of five outstanding features—and only 

National has them all. In the office, as in the factory, mechanization cuts overtime, 

reduces custs. Ask your National representative to study your present accounting peer 

set-up and report the savings you may expect from a modern National system. 4 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9. OHIO Svationa 


y 
ACCOUNTING MACHINES : 
CASH REGISTERS » ADDING MACHINES 
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What | VCO Means 


MANUFACTURING 
__. CORPORATION 


to the American Housewife 





The GROSLEY- SHELVADOR* Refrigerator 


Pioneers Added Space tor the Family’s Food 


> haan THE FRONT ROW SPACE at 
no extra cost! That is the great 
advantage 


the refrigerator bearing the name of 


Crosley, a division of Avco. 

The Crosley Shelvador* makes 
kitchen work easier. It saves steps, 
saves time. So much of the food is at 
the housewife’s fingertips that she can 
store or take it out quickly, easily, 
with less shuffling of other foods and 
fewer spills. 

Outstanding teammates of the 
Crosley Shelvador* include the Crosley 
Freezer——the only &itchen-size freezer 
on the market—Crosley gas and electric 
ranges, Crosley washers, and American 


the exclusive feature—of 


Kitchens steel sinks and cabinets made 
by American Central. All have care- 
fully engineered features designed to 
make kitchen work less of a burden. 


As Crosley and American Central 
serve the American home, so other 
divisions of Avco serve the farm and 
many fields of industry. As a group 
they illustrate how the Avco policy 
of Planned Diversification creates sta- 
bility and meets vital American needs. 


AANUFACTURING 
. CORPORATION 


420 LEXINGTON AVE., NEW YORK 17 


Operating Divisions 
CROSLEY DIVISION 
Telewision and Radio Receivers, 
Refrigerators and Appliances 
Cincinnati, Ohio; Richmond, Indiana 
AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sink 
Connersville, Indiana 
NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, Ol 
Sandwich, Illinois 
LYCOMING DIVISION 
lircraft and Industrial Engine 
Wilhamsport, Pennsylvania 
SPENCER HEATER DIVISION 
Heating Boilers and Castings 
Williamsport, Pennsylvania 


Consolidated Subsidiaries 
CROSLEY BROADCASTING CORP. 
Stations WLW and WLW-T 
Cincinnati, Ohio; WINS, New York 
THE NASHVILLE CORPORATION 
Buses, Ranges and Freezers 
CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 


Associated Companies 
ACF-BRILL MOTORS COMPANY 
Transit Buses, Trackless Trolleys 

Philadelphia, Pennsylvania 
HALL-SCOTT DIVISION 

Bus, Truck and Marine Engines 

Berkeley, California 

NEW YORK SHIPBUILDING CORP. 
Naval Vessels, Commercial Vessels 
Camden, New Jersey 
Airlines Investments 


AMERICAN AIRLINES, INC. 
PAN AMERICAN AIRWAYS CORP. 








